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Business Value Driver

Customers
Effective and trusted relationships with residential, small and large business, and
wholesale customers.

Affordability, fairness and simplicity
AGL operates in a highly competitive retail environment. We are focused on delivering a consistently superior customer experience that meets the
changing needs of our customers and generates long-term value.

Strategic context
As one of Australia’s largest energy retailers, we put our customers at
the centre of our decision-making. In this period of high energy prices,
policy uncertainty and technology transition, we recognise that
building and maintaining the trust of our customers is essential.

We are focusing on developing products and services that minimise
customers’ energy costs and improve the transparency and clarity of
their energy bills. We understand that energy costs can comprise a
significant component of individuals’ and businesses’ expenses and
proactively assist our customers to be on the most appropriate energy
plans to meet their needs (see trade-offs on page 13). In an effort to
help relieve cost of living pressures for as many customers as possible,
over FY19 AGL delivered lower standing offer electricity prices for
residential and small business customers in all markets, led the market
with our expanded scheme to reward our loyal standing offer
customers with automatic discounts, and expanded the debt relief
available to customers on our Staying Connected hardship program
through a $50 million debt relief package.

AGL is committed to building customer advocacy. Our participation in
the Energy Charter represents a commitment from energy businesses
across the supply chain to progress the culture and solutions required
to improve outcomes for all customers – residential, small and large
businesses alike.

We are also responding to changing energy customer preferences
through the digitisation of our business in order to drive productivity
and deliver greater flexibility in how we take our products and services
to market. We have made significant capital investment over the past
three years through our Customer Experience Transformation
program, delivering an enhanced digital experience for our customers.

Our focus on technology to enable increased customer engagement
is reflected in our refreshed strategy, under which a range of emerging
growth opportunities in distributed energy have been identified,
including bringing to market residential battery offerings, expanding
our view to consider e-mobility more broadly, and utilising smart home
and energy efficiency technologies that aim to leverage the
convergence of data and energy.

Customer
accounts:

2.3 m
Electricity

1.4 m
Gas

3.7 m
Total

Creating value

Building trusted customer relationships KPI FY19 FY18 FY17 FY16 FY15
Our key customer metric is Net Promoter Score (NPS). AGL's NPS has
improved significantly over FY19 to the highest level we have obtained
since using this measure, with customers reporting more positive
perceptions of the AGL brand as being one they can trust, and rating
AGL's services and prices more favourably than in previous years. It also
reflects positive consumer sentiment towards the energy industry more
generally relative to past years, when negative media coverage was more
prevalent.

Our Ombudsman complaints have reduced by around 2% in the past
year. This is largely due to a reduction in complaints related to
connections and credit issues, following improvements to meter
installation timeframes and to our processes for communicating with
customers about credit and collections issues.

Customer Net
Promoter Score
(NPS)

 

-11.1 -22.5 -18.1 -18.2 -25.4

Ombudsman
complaints

11,138 11,413 12,277 14,176 18,892
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Energy affordability KPI FY19 FY18 FY17 FY16 FY15
Staying Connected customer numbers have increased this year through
both proactive engagement with and early identification of hardship
customers. AGL has increased support mechanisms for potential
hardship customers and has noticed a greater awareness of AGL's
Staying Connected program.

Both total average debt across AGL's mass market portfolio and AGL's
Staying Connected customer debt have decreased, mainly due to AGL's
delivery of debt relief and payment matching initiatives, and the
introduction of proactive communications to customers who may be in
financial hardship.

Number of customers
on Staying Connected

Average level of debt
of customers on
Staying Connected

30,083

$2,301

26,657

$2,502

31,463

$2,171

39,366

$2,255

22,016

$2,109

Total average debt
across mass market
customer portfolio

$3311 $501 $438 $422 $396

1. During FY19 AGL updated the methodology used to calculate total average debt across mass market customer portfolio to incorporate all AGL customers rather than just those with debt.

Growth in customer numbers through innovative
products and services KPI FY19 FY18 FY17 FY16 FY15

AGL continues to face intense competition in the retail market, with
consistently high levels of customer churn.

However, our customer account numbers have increased by 1.8% over
the year. Consumer electricity accounts have increased as a result of
customer growth in New South Wales and Victoria, while increases in
consumer gas accounts have largely been driven by customer growth in
Western Australia and Victoria.

We also saw a 7% increase in large business customer accounts in FY19
to around 16,000 accounts.

Customer accounts

 

3.708 m 3.641 m 3.653 m 3.681 m 3.735 m

Customer churn 17.6% 18.9% 16.4% 15.7% 14.9%

Legend Improving trend and/or satisfactory outcome Deteriorating trend

Neutral trend KPI linked to remuneration outcomes for CEO and Key Management
Personnel (page 58)

Key relationships and trade-offs with other Business Value Drivers

There is a direct relationship between the Customers and Systems & Processes Business Value Drivers reflected in AGL’s
significant investment in digitising its customer service and analytical capabilities via the Customer Experience Transformation
program during FY17-FY19 to deliver stronger customer products and relationships. For example, this investment has enabled
AGL to deliver real-time analytical data to customers through Energy Insights, a product that gives customers greater control to
manage their energy by providing them with an estimated breakdown of their energy use by appliance category.

AGL is balancing the Customer, Finance and Communities & Relationships Business Value Drivers to help customers select the
most appropriate energy plan to suit their needs, even when doing so may reduce revenue. For example, we are making
progress transitioning our electricity customers to market offers from standing offers, which at 30 June 2019 accounted for just
3% of all electricity customer accounts. AGL also helps customers in financial hardship gain access to guaranteed discounts,
payment plans and other support services via the Staying Connected program.

There is a direct relationship between the Customer and Communities & Relationships Business Value Drivers, as evidenced by
the way in which we are collaborating across the energy supply chain for the benefit of customers in progressing the Energy
Charter. The Energy Charter is of benefit to our customers and in turn, the collaborative approach we are taking with other
participants across the energy supply chain leads to a broad recognition of the need for the energy industry as a whole to adopt
a more customer-centric approach.

Beyond FY19
AGL is committed to driving the cultural change that is needed to build
the increased trust of our customers. We recognise that customer
needs and expectations are increasing and evolving. There has been
a convergence of a number of technology disruptors across
transportation, power generation and traditional utilities, which applies
to both residential and business customers. The convergence of
energy and data creates an opportunity for AGL to position itself as a
trusted and preferred partner of the connected customer.

More information
Historical data on various customer indicators from FY15-FY19
(including energy volumes sold, and consumer and business
markets by state and fuel type) is available at
2019datacentre.agl.com.au.

The Energy Charter, to which AGL is a signatory, is available at
theenergycharter.com.au.
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Business Value Driver

Communities & Relationships
The strength of working relationships with key stakeholders; our brand and
reputation.

Licence to operate
AGL recognises that community trust in institutions, including energy companies, is low. By making it a strategic priority to build and maintain our
social licence we are demonstrating our commitment to driving the cultural change necessary to gain the increased trust of our customers and the
community, which, in turn, is needed to deliver long-term sustainable value for our shareholders. Managing our licence to operate enables us to
pursue our growth agenda and requires a commitment to transparency and investment in the community.

Strategic context
AGL strives to make a net positive social, economic and environmental
contribution to the communities in which we operate. A wide variety
of people and groups are interested in, or affected by, the decisions
that AGL makes. We proactively engage with our stakeholders on
relevant issues in ways that are most appropriate to each group. We
understand that the current state of energy market transition and
policy uncertainty can lead to challenges, and we consider it important
to understand the different views and perspectives held by our
stakeholders.

We undertake ongoing assessments of our business culture, practices
and policies, and how well they currently support our public
commitments to the community, our people and our customers. This
is important to enable us to prioritise areas requiring improvement.

Engagement with local communities in the context of projects such as
our power generation assets, energy storage assets and development
projects, is particularly important as it ensures that community
members receive timely and transparent information and have an
avenue through which to raise concerns. We conduct regular
sentiment surveys in the Latrobe Valley, our largest power generation
asset community, and are expanding this work to the communities of
our other large power generation assets to understand the issues of
importance to them, including their attitudes towards the local power
industry and their views on energy transition.

As a supplier of an essential service we have a responsibility to engage
openly with governments at all levels in relation to energy and related
policies. In a highly regulated industry such as the energy industry,
government decisions have a significant influence on the way we
source, produce and price energy and energy-related products, and
the way in which we interact with and support our customers.

Engagement with our supply chain is also becoming increasingly
important, particularly in light of recent federal and New South Wales
government modern slavery legislation. We are focusing on improving
our procurement framework and supplier assessment processes to
ensure that we have an ethical supply chain. This not only protects
vulnerable parties that may otherwise be prone to be taken advantage
of, but in addition protects AGL’s brand and reputation.

Creating value

Measuring our reputation KPI FY19 FY18 FY17 FY16 FY15
AGL‘s Reptrak score declined since FY18. The drop in AGL‘s reputation
over the past year has been driven by declining scores on three
important dimensions of reputation – leadership, workplace and
citizenship. This decline in reputation was consistent with scores across
the energy industry as a whole.

Reptrak score 61.7 64.0 58.4 60.8 59.1
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Transparent policy positions
It is important to our stakeholders that our involvement in public policy development is undertaken transparently and consistently. Our submissions to government
processes are published on AGL’s online channel, The Hub.

Further, the community expects that corporations should not have an undue level of influence on government policy by providing a level of financial contribution
to political parties that could result in, or could be perceived to result in, preferential treatment. We adopted a Political Donations Policy in August 2015, which
prohibits AGL from making political donations.

No political donations (monetary or in-kind) were made during FY19, nor were any political donations made through third parties. AGL will continue to monitor the
positions of industry associations to which it is a member. This monitoring will include policy positions and public advocacy statements. AGL will continue to disclose
differences between our position and that of industry associations.

Community contributions and investment KPI FY19 FY18 FY17 FY16 FY15
We invest in the communities in which we operate through local
procurement, local employment opportunities, a structured program of
community investment, and opportunities for AGL employees to
volunteer with charitable or community-based organisations.

Community investment priorities are determined through: external
community consultation; an understanding of the demographic profile
and needs and aspirations of the communities in which we operate;
operational project plans; and identification of project-related and
cumulative impacts. AGL‘s contribution to the community increased in
FY19.

We are committed to meeting all tax compliance obligations, and to
providing our stakeholders with information about the taxes we pay. In
this regard we have adopted the Board of Taxation’s voluntary Tax
Transparency Code. During FY19, we contributed and collected a total
of $759 million in taxes (including corporate income tax instalments of
$263 million). Our underlying effective tax rate on Underlying Profit has
been in line with the Australian corporate tax rate of 30%.

Community
contribution

 

$4.5 m $4.3 m $3.5 m $3.2 m $2.7 m

Underlying effective
tax rate

NA 29.1% 29.5% 29.6% 29.0% 29.4%

Legend Improving trend and/or satisfactory outcome Deteriorating trend

Neutral trend KPI linked to remuneration outcomes for CEO and Key Management
Personnel (page 58)

Key relationships and trade-offs with other Business Value Drivers

Our existing and potential investments in energy infrastructure (refer to page 20) create both social and economic opportunities
and potential impacts in the communities in which they are located. We expect our investments in energy supply to contribute
to the long-term affordability and reliability of energy. While such investments will benefit our customers and the community and
economy more broadly, we recognise the need to balance these benefits with the specific needs of the communities and
environment in which our projects are located.

As we undertake end of life planning for our thermal assets, we are addressing safety concerns from ageing infrastructure as
well as issues of local community economic sustainability, and the broader community’s desire for carbon-intensive assets to be
closed, balancing People, Environment and Infrastructure Business Value Drivers. When planning for asset closures we are
mindful of the impact these will have on our people who work on these assets and on the communities where they are located.
AGL has committed to no forced redundancies when we close the Liddell Power Station and we expect to provide retraining
opportunities as we repurpose the site and progress plans to provide new sources of energy supply.

Beyond FY19
Our Social Licence program will be delivered to drive cultural change
across AGL’s business to ensure we can better understand and meet
rising customer and community expectations at a critical time in the
energy sector, and develop robust metrics by which we will be able to
measure our performance in key areas.

Having a better understanding of the social return on our investment
in local communities will help us focus on and invest in programs that
will deliver the most value to our stakeholders and our business and
continuously improve disclosure in this area.

More information
Visit 2019datacentre.agl.com.au for various measures of
community investment. Information about the ways in which we
engage with local communities is available on our website at
agl.com.au/about-agl/how-we-source-energy.

Information about the taxes that we pay and the taxation policies
that we employ (meeting the requirements of the ATOs’ Tax
Transparency Code) is available at
agl.com.au/about-agl/who-we-are/our-commitments.
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Business Value Driver

People
The competencies, experiences, behaviours, engagement and wellbeing
of AGL’s employees and contractors.

Workplace talent and culture
We are focused on attracting, developing and retaining the right talent to build a safe, engaged and performance-driven culture that can deliver
the best outcomes for our customers and other stakeholders. We recognise the significance of this Business Value Driver to AGL’s ability to deliver
on strategic priorities and manage Tier 1 Strategic Risks (page 8).

Following a comprehensive review of our values in FY19, AGL’s refreshed values are: Care in every action, Integrity always, Better together,
Deliver your best, and Shape tomorrow. These values provide a guide as to how we will deliver on our strategic priorities (page 6).

Strategic context
The safety of our people is always our first priority. Our Target Zero
strategy, which starts with the belief that all incidents are preventable,
focuses on three pillars: visible leadership, fundamental risk
management and simplified systems. During FY19 we focused on
implementing the AGL Lifesaving Rules across the business to establish
clear expectations of our people. This includes rolling out Critical
Control Checks as part of the visible leadership program, and
developing an AGL-wide Safe System of Work framework that provides
guidance on permitted and non-permitted work on-site and the
minimum risk controls required.

To deliver on our strategy, we need an engaged and diverse workforce
with the right skills to ensure that we continue to optimise the value
of our existing business, and the capabilities to meet the requirements
and opportunities of the evolving energy landscape.

Recognising the broad-ranging benefits of an engaged workforce,
during FY19 we focused on a range of initiatives under the two focus
areas borne out of an engagement survey undertaken in late 2018 –
keeping our employee promise and making it safe to speak up. These
initiatives have included launching additional employee benefits,
developing a ‘Families at AGL’ portal to help our people navigate work-
life balance, launching a new connected leadership development
program, and undertaking broad workplace consultation as part of the
refresh of our values.

We continue to prioritise an inclusive workforce culture, recognising
that increased diversity of thought, experiences and backgrounds in
our workforce enhances our ability to innovate, problem solve and
deliver sustainable outcomes for our customers and communities. An

inclusive workplace culture also enhances our ability to compete for
talent and retain talented people. Our FY19-20 Diversity and Inclusion
Strategy channels our activities into four focus areas to drive success:
inclusive practices, diversity in leadership, flexible working, and
engaging externally.

During FY19, we critically reviewed our organisation to ensure we have
the right structure and capabilities to deliver on our strategy. This
involved AGL undertaking a significant review of our organisational
design to put in place a structure, including new Executive Team
appointments, to position AGL for our next phase of development,
while also recognising the importance of having a stable environment
for our people to perform their roles.

We are committed to ensuring our corporate governance framework,
policies and practices reflect a high standard of ethical behaviour. For
AGL, ethical governance means more than just complying with
legislative requirements – it means setting clear principles and values
of expected behaviour and holding our people to account. Ensuring
our people feel safe to speak up is an important pillar in maintaining
a strong ethical culture.

Creating opportunities for our people to develop and grow reduces the
risk of skills and knowledge loss and enhances performance and
business continuity. We support the targeted development of AGL
people through a range of solutions including internal and external
learning programs, and critical experiences gathered on the job in the
form of key projects, secondments and other internal and external
placements. We also have a talent strategy designed to deliver end- to-
end talent solutions that focus on diversity and inclusion, capability
development and a strong talent pipeline.

3,750
Number of employees (headcount)

3,586
Number of employees (FTE)

47.9%
Proportion of workforce
employed under enterprise
bargaining agreements
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Creating value

Safety KPI FY19 FY18 FY17 FY16 FY15
Our key safety and wellbeing risks over FY19 included permit to work/
isolation, working at heights, confined space and mobile equipment
operation.

While the number of reportable incidents increased (driving the Total
Injury Frequency Rate (TIFR) upwards), the severity of incidents is
reducing year on year. The majority of FY19 TIFR injuries were low to
moderate in severity.

As we continue to develop our Target Zero strategy and framework, we
are incorporating two additional key focus areas: an enhanced safety
leadership program and building an increased focus on serious injury
prevention.

TIFR employees 2.1 1.2 2.0 4.3 4.1

TIFR (employees
+
contractors)

3.6 2.4 3.1 6.2 3.8

Fatalities
(employees +
contractors)

0 0 0 0 0

High potential
near miss:
recordable
incident ratio

NA 0.9:1 Not
reported

Not
reported

Not
reported

Not
reported

Culture and values KPI FY19 FY18 FY17 FY16 FY15
AGL achieved a six percentage point improvement in employee
engagement scores over FY19, driven by a focus on delivering on
employee promises and creating an environment in which people feel
safe to speak up.

The number of appointments of males to senior leadership roles has
increased resulting in an overall reduction of female representation in
the Senior Leadership Pipeline (SLP). This is primarily driven by
appointments to Group Operations leadership roles.

AGL experienced an increase in the number of complaints relating to
unacceptable behaviour in the workplace in FY19. After investigations
were undertaken there were no substantiated material breaches of
AGL’s Code of Conduct. AGL considers the increased reporting of
incidents as a reflection of our focus on creating an environment in
which it is safe to speak up.

Employee
engagement

 

68% 62%1 Not
measured

70% 76%

Gender mix in
SLP
(% female)
 

38% 42% 38% 34% 33%

Code of Conduct
breaches

0 Not
reported
in the
same
way

Not
reported

Not
reported

Not
reported

1. This engagement pulse survey was conducted in early FY19 and was considered a reflection of FY18 employee sentiment.

Talent and leadership KPI FY19 FY18 FY17 FY16 FY15
Structural changes have resulted in minimal change to our key talent
retention rate as compared with the year before.

Attrition (total
workforce)

12% 11% 9% 10% 9%

Key talent retention 80% 81% 93% 84% Not
reported

Legend Improving trend and/or satisfactory outcome Deteriorating trend

Neutral trend KPI linked to remuneration outcomes for CEO and Key Management
Personnel (page 58)

Key relationships and trade-offs with other Business Value Drivers

There is a direct relationship between the People and Customers Business Value Drivers. AGL recognises that investments we
make in continuously improving our organisational culture promotes a sense of trust in our people, which in turn encourages
them to advocate for AGL in the broader community and helps to foster a sense of community trust in AGL. We also recognise
that an inclusive and diverse workforce delivers a greater opportunity for our people to understand and respond to our
customers’ needs.

Beyond FY19
The launch of AGL’s new purpose and values on 1 July 2019 will drive
work in FY20 to continually embed the purpose and values into
employee experiences, before launching them to our customers and
the community. Equality, particularly gender equality, will also be a
focus in FY20. This includes recognising that operational sites have
specific needs and priorities and has driven the establishment of
separate work streams to focus on gender equality at AGL’s sites.

More information
Historical data from FY15-FY19 as well as information on other
people indicators (including diversity statistics, turnover and
additional safety metrics) is available at
2019datacentre.agl.com.au.
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Business Value Driver

Environment
Access to and stewardship and use of scarce natural resources, and AGL’s impact
on the natural environment, both directly and as a result of the products and
services provided.

Transition to a low carbon economy
AGL acknowledges and accepts the scientific consensus on climate change. We recognise that to stay within concentrations consistent with two
degrees Celsius or less of global warming, a gradual decarbonisation of the electricity generation sector is required by 2050. Our approach to
transitioning to a low-carbon future is set out within the AGL Greenhouse Gas Policy, which provides the framework within which we are
structuring our greenhouse gas reduction activities.

Strategic context
As one of Australia’s leading integrated energy companies, and as
Australia’s largest greenhouse gas emitter, we have a responsibility to
be transparent about the risks and opportunities that climate change
poses to our business, the community and the economy more broadly.

For this reason, AGL follows the guidance provided by the Financial
Stability Board's Task Force on Climate-Related Financial Disclosure’s
voluntary disclosure framework (TCFD Framework) in both this report
and in our associated FY19 Carbon Scenario Analysis report. Elements
of the TCFD Framework are summarised in the diagram below.

We consider both physical and transitional risks associated with
climate change and have incorporated these risks into the
development of our strategy (refer to page 6).

Transitional risks
Transitional risks include risks in end-of-life asset planning,
rehabilitation of assets, misalignment of these plans with future
scenarios leading to possible stranded assets and revenue loss
and continued policy uncertainty.

Customer response to climate change is a driver of the
increasing adoption of distributed energy services. To mitigate
risks posed by changes to the nature of energy demand, we
have developed a range of new products and services designed
to focus on customers’ changing expectations, including
developing capabilities to deliver residential battery solutions.

Physical risks
Physical risks include increased frequency and severity of
extreme weather events resulting in operational disruption,
higher average temperatures (causing increases to frequency
and magnitude of peak electricity demand and de-rating
thermal plant), and precipitation changes impacting upon the
efficacy of hydroelectric generation assets.

Change to peak electricity demand presents risks and
opportunities. Our hydroelectric and gas peaking assets allow
us to rapidly respond to market signals at times of high peak
demand. Conversely, as an electricity retailer, we could be
exposed to high costs if hedge contracts for supply do not match
peakier customer demand.

Operational disruption from severe weather resulting in plant
damage or unavailability and associated revenue losses is a risk
for which AGL has devised a range of deductive, preventative
and corrective management measures.

More information
Historical data on AGL’s total emissions, emissions breakdowns by source and emissions intensities from FY15-FY19 is available at
2019datacentre.agl.com.au.

Detailed information about AGL’s FY19 Carbon Scenario Analysis methodology and results can be found at agl.com.au/specialreports.

Performance data in relation to other environmental aspects, including air emissions, water consumption and management, waste
management, land use and biodiversity is available at 2019datacentre.agl.com.au.

Information on environmental non-compliances resulting in penalty infringement notices being issued is included on page 35.
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Creating value

Greenhouse gas emissions KPI FY19 FY18 FY17 FY16 FY15
AGL’s greenhouse gas emissions reduced in FY19 due
to an increase in renewable electricity generation,
particularly in the first half of the period, and a
corresponding decrease in required coal-fired
generation. Additionally, unplanned outages at the
Loy Yang A Power Station has led to a further
reduction in emissions.

There has been a corresponding decrease in our
operated and controlled intensities. The emissions
intensity of total revenue also decreased due to a
decrease in emissions and an increase in revenue.

Operated scope 1 & 2 emissions
(MtCO2e)

43.2 43.6 43.9 43.8 38.8

Operated generation intensity
(tCO2e/MWh)

0.95 0.97 0.98 0.96 0.97

Controlled generation intensity
(tCO2e/MWh)

0.95 0.96 0.97 0.95 0.96

Proportion of operated renewable
generation output (%)

10% 9% 8% 9% 9%

Emissions intensity of total revenue
(ktCO2e/$ million)

3.3 3.4 3.5 3.9 3.7

Modelling the transition: scenario analysis
Australia’s transition to a low carbon economy is subject
to uncertainty including in relation to government policy
and consumer uptake of new technologies.

Accordingly, we have undertaken scenario analysis of
our operations to better understand the long-term
impact to our generation fleet under a range of
potential policy scenarios.

Utilising external modelling software by PLEXOS, three
scenarios of the National Electricity Market were
analysed:

• Slow Change – Australia’s current renewable energy
target of 33 TWh by 2020.

• State Targets – Additional state-based renewable
energy policies in Queensland and Victoria (50%
renewables by 2030)

• Deep Renewables – National policy requiring 50%
renewables by 2030 and 45% emissions reduction
from 2005 levels.

The results of the analysis show that the shift in AGL’s electricity generation fleet from coal to renewables
will need to continue under all three scenarios, but that our Bayswater and Loy Yang A coal-fired power
stations will be required by the market until at least 2030.

The analysis also indicates that AGL's current timeline for closure of our coal-fired assets is not
inconsistent with reducing emissions to a level consistent with limiting warming to below two degrees
Celsius above pre-industrial levels.

AGL percentage emissions change from FY16 baseline

Other environmental risks KPI FY19 FY18 FY17 FY16 FY15
During FY19 AGL Macquarie suspended coal ash sales
as a precautionary measure after test results
identified elevated levels of metals which could
exceed limits set by the NSW Environment Protection
Authority (EPA). External advice confirmed that the use
of coal ash does not pose a risk to human health or the
environment. In June 2019 AGL resumed supply of fly
ash and AGL continues to cooperate fully with the EPA.

Environmental
Regulatory
Reportable incidents

12 14 10 16 Not
reported

Legend Improving trend and/or satisfactory outcome Deteriorating trend

Neutral trend KPI linked to remuneration outcomes for CEO and Key Management
Personnel (page 58)

Key relationships and trade-offs with other Business Value Drivers

Recognising that our thermal assets are significant emitters of greenhouse gases, AGL has set closure dates for our coal- fired
power stations. We acknowledge the trade-off between the Environment Business Value Driver with the People and Communities
& Relationships Business Value Drivers, as these closures will affect AGL’s people and the local communities in which these
assets are located. Asset closure may also represent a trade-off between the Environment and Finance Business Value Drivers,
as AGL may forgo short-term financial returns that may arise from extending the operating life of those assets. However, AGL’s
analysis to date suggests that such extensions would not be financially viable in the long-term.

Beyond FY19
AGL’s Greenhouse Gas Policy, transition plans and robust approach to
carbon risk management demonstrate our resilience against risks
posed by the transition to a low-carbon economy. In FY20, we plan to
broaden our scenario analysis to consider alternative transition

pathways involving a larger paradigm shift, such as considering limiting
warming to 1.5 degrees above pre-industrial levels. This will be
considered in our strategic planning cycle for FY20 and reflected in our
2020 report. Recent and planned investments in renewables, storage
and gas-firming capacity (page 20) are expected to contribute to
lowering the carbon intensity of our portfolio.
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Business Value Driver

Infrastructure
Effective and efficient use of assets throughout the value chain that AGL uses, owns
or has control of, to enable delivery of energy to the market and to customers.

Reliable energy supply
Australia’s energy sector is transitioning from a system dependent on ageing thermal generation assets to one characterised by renewable
energy, lower emission technologies, firming technologies and energy storage. As the largest electricity generator in the National Electricity Market
(NEM), we have a key role to play in ensuring that we manage our generation assets and gas supply efficiently to ensure security and reliability of
supply for customers.

Strategic context
The framework for delivering reliability in the NEM is primarily market-
based. AGL is one of a number of players in the market (including
other generators, operators of transmission and distribution
networks, and the Australian Energy Market Operator) that together
contribute to the security and reliability of the grid.

AGL considers reliability at both asset and fleet level, as well as in terms
of investing in the new assets that will be required to replace supply
from ageing thermal assets and to meet federal and state government
renewable energy and climate policies.

We remain committed to the orderly transition of our portfolio away
from coal to new sources of generation and storage, which will
ultimately be cleaner, affordable and reliable (refer to page 18). AGL is
committed to open and constructive engagement with our
communities, governments and other affected stakeholders. However,
we recognise that our thermal assets are essential to Australia’s energy
security. As such, we are investing in efficiency upgrades at the
Bayswater and Loy Yang A power stations to ensure these assets are
secure, reliable and flexible to support more intermittent renewable
energy in the NEM.

Gas has a substantial role to play in the transition to a low-carbon
economy. We continue to work towards securing reliable and cost-
effective sources of gas for our customers and for generation, and
recognise the value that comes from our gas storage infrastructure.
We are progressing plans for the Crib Point LNG jetty in Victoria.

Should we receive environmental approval and choose to proceed,
this project has the potential to provide a new source of gas to the
east coast and to support our gas storage and shaping strategy and
our development of flexible gas-fired generation capacity. From FY21,
AGL will augment its operated gas storage assets with contracted
storage services from the Iona Gas Storage Facility. This strategically
located reservoir will provide AGL with additional flexibility to manage
its gas demand requirements.

Creating value

Generation efficiency and availability KPI FY19 FY18 FY17 FY16 FY15
Generation sold to the pool increased 2% since FY18 and is now at its
highest level since FY16.

AGL was unable to meet our budgeted Equivalent Availability Factor
during FY19 primarily due to a planned outage extension at Bayswater
Power Station Unit 1, Liddell’s Unit 3 turbine failure, and Loy Yang A’s
Unit 2 generator failure.

The higher number of unplanned outages and corresponding decreased
availability experienced at our thermal plants highlight the need for
continued investment to ensure the resilience and availability of our
assets.

Pool generation
volume (GWh)

 

43,723 43,065 43,099 43,774 38,249

Equivalent
Availability Factor
(EAF)1

78.4% 79.6% 84.9% 80.1% 82.5%

1. Equivalent availability factor is strongly linked to commercial availability, which is currently a targeted remuneration outcome for some Key Management Personnel.
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Market development and continuity
AGL’s development pipeline is supporting the NEM as it transitions towards higher renewable penetration, through investment and development of options
spanning renewables, flexible gas-fired generation, pumped hydro and grid-scale batteries. As at 30 June 2019, there were approximately $1.9 billion of new wind,
solar and gas firming projects under construction as a result of AGL’s investment in enhancing energy supply, and we have another approximately $2 billion of
projects subject to feasibility including pumped hydro projects at Bells Mountain and Kanmantoo.

Legend Improving trend and/or satisfactory outcome Deteriorating trend

Neutral trend KPI linked to remuneration outcomes for CEO and Key Management
Personnel (page 58)

Key relationships and trade-offs with other Business Value Drivers

Balancing community expectations in relation to decarbonisation of Australia’s energy sector with the role that we play in
contributing to the continued availability and reliability of energy represents a trade-off between the Customer, Communities &
Relationships and Environment Business Value Drivers. We have set orderly timelines for the retirement of our thermal assets,
which enables us, and the market, to respond with appropriate investments to provide continuity of supply for the community.

Investing in our thermal assets represents a trade-off between the Infrastructure, Environment and Finance Business Value
Drivers. While our thermal assets remain significant emitters of greenhouse gases, upgrades to them are designed to improve the
reliability and flexibility of their output without increasing their emissions intensity.

The eventual retirement of large-scale assets carries with it a responsibility to consider a range of impacts in the lead up to, during
and following decommissioning, representing trade-offs with the Communities & Relationships Business Value Driver. These
assets provide significant economic opportunities for the communities and regions within which they operate, therefore their
planned and eventual closure can be a time of concern and uncertainty for our employees, their families and their communities,
which also represents a trade-off with the People Business Value Driver.

Beyond FY19
Efficiency upgrades are in place to maximize the performance and
reliability of our existing asset base. We have a pipeline of development
opportunities to pursue given the right policy settings, and expect to
be a significant contributor to Australia’s evolving energy landscape –
generating reliable, sustainable energy at the lowest cost.

More information
Historical data on AGL’s generation capacity is available at
2019datacentre.agl.com.au.

Additional information about pool generation volumes is available
on page 51 in the Operating and Financial Review.

Detailed information about each of AGL’s assets (including
community engagement and environmental monitoring data,
where relevant) is available at
agl.com.au/about-agl/how-we-source-energy.
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Business Value Driver

Systems & Processes
Availability and development of processes, knowledge, insights, systems
and data, including energy portfolio management and customer analytics,
to support and enhance business activities.

Insights
AGL operates in a highly competitive environment. We differentiate ourselves by employing our systems, data capabilities and insights (including
energy portfolio management and customer analytics) to manage risk, deliver strong customer products, manage costs and build our business for
the future.

Strategic context
Together with our people, our systems and processes create the
foundation for the work we do every day. They underpin how we safely
maintain our assets, how we analyse data to serve our customers
better, and how we safeguard our own and our customers’ sensitive
information in the light of cybersecurity risks.

As we position ourselves for the future, we continue to invest in our
systems and processes. In FY19 we invested $141 million of capital
expenditure on digital transformation such as our enterprise resource
planning system upgrade and on improving our customer experience.
This includes investment in technology to improve our customers'
digital experience, as well as tools to standardise and streamline
internal processes and improve our employee experience.

As a vertically integrated energy business, we manage wholesale
market risk through considered hedging strategies coupled with
careful analysis and forecasting of generation and customer demand
volumes. Sophisticated wholesale energy portfolio management tools
are key to this process. AGL’s approach to managing energy price
risks, both through physical ownership of energy generation and

through hedging, reflects the need to provide pricing certainty to
customers and limit our customers’ exposure to adverse market
outcomes. AGL manages risk exposure by determining the
appropriate timing and degree of contracting activities and by ensuring
that AGL’s overall risk appetite is not exceeded.

Our investment in technology is also enabling the greater
personalisation of service, and we are prioritising the digitisation of our
business in order to increase flexibility and the speed-to-market for
new products and services. Our ability to successfully harness insights
from multiple data sets will be central to our ability to continue to
evolve our customer experience.

We operate within a sophisticated data security framework and have
implemented processes and protections to ensure data breach
prevention. In particular, AGL’s Cybersecurity Framework follows a risk-
based approach for managing cybersecurity risks for critical
infrastructure, which allows us to consider cybersecurity risk as a
priority similar to financial, safety and operational risk, while factoring
in larger systemic risks inherent in the context of critical infrastructure.

$420 m
Digital transformation programs
undertaken between FY17-FY19

$141 m
Capital expenditure on digital transformation
programs during FY19

Creating value

Wholesale energy portfolio management
An important way in which AGL manages energy price risk, and protects our customers’ exposure to energy price volatility, is through financial
hedging. AGL’s governance framework establishes the wholesale risk management policy guidelines under which energy hedging activities are
conducted. The policy allows for the commercial optimisation of AGL’s portfolio provided that all activities adhere to overall risk limits that reflect
AGL’s risk appetite.

AGL is exploring opportunities to utilise metrics from our existing disclosures to demonstrate the effectiveness of our hedging strategies and
wholesale energy portfolio management tools, which operate within AGL’s overarching wholesale risk management framework.
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Customer insights and analytics
We recognise that our customers’ needs and preferences are changing, and that the market is being disrupted by factors such as technology and the
evolving regulatory involvement. As part of a dedicated program of work, AGL is seeking to leverage leading practice data, analytics and insights to allow
us to get to know our customers better, and deliver truly personalised experiences for our customers that meet their specific needs, while always
maintaining the security, privacy and integrity of their data. Over the course of the work being undertaken, we wish to capture better data in a ‘single
view of customer’ available across all touchpoints.

Our data foundations are being strengthened in parallel with a top-down evaluation of metrics, with a strategic reporting platform enabling sustained
self-service reporting, leading to better, faster decision-making and improved commercial and customer outcomes.

Ultimately AGL wishes to be a data-powered and insights driven organisation, with customer interactions and decision-making based upon trusted data.

 

Data security and process governance KPI FY19 FY18 FY17 FY16 FY15
As access to customer data, and data security more generally, take on
increasing importance in our community, these issues have become the
subject of particular focus at AGL.

AGL prioritises the appropriate treatment of customer data and
information within the terms of the Privacy Act. To date, we have had no
notifiable breaches under the Privacy Act 1988 Mandatory Data Breach
Reporting regime.

Reportable privacy
incidents

0 0 Not
reported

Not
reported

Not
reported

Notifiable data
breaches arising from
a material risk relating
to cybersecurity, data
governance, or failure
of internal controls

0 Not
reported

Not
reported

Not
reported

Not
reported

Legend Improving trend and/or satisfactory outcome Deteriorating trend

Neutral trend KPI linked to remuneration outcomes for CEO and Key Management
Personnel (page 58)

Key relationships and trade-offs with other Business Value Drivers

There is a direct relationship between the Systems & Processes and Customer Business Value Drivers. Investment in systems and
processes develops customer insights and analytical capabilities, which enables us to develop products and services that deliver
a superior customer experience and meet the changing needs of our customers. This direct relationship becomes all the more
important as AGL maximises its analytical capabilities and makes use of more sophisticated customer data. In these
circumstances, it becomes increasingly important for AGL to be able to protect its customer data, particularly given the greater
convergence of energy and data value streams.

The ongoing need to invest in systems and processes comes with short-term financial impact, but drives long-term value for
customers over time.

Beyond FY19
We are seeking to maximise our data and analytical capabilities across
a range of areas of our business. This is particularly the case as we seek
to engage more effectively with our customers. Data plays an integral
part in our day-to-day lives, and the convergence of energy and data
creates an opportunity for AGL to position itself as a trusted and
preferred partner of connected customers. The data strategy that we
are embarking upon aims to deliver personalised experiences for our
customers, improve AGL’s resilience to external disruptors, and
provide the analytical tools to maximise the efficiency and effectiveness
of our systems capabilities.

More information
Performance data on Systems & Processes is available at
2019datacentre.agl.com.au.
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Business Value Driver

Finance
Access to and management of financial capital to support execution of strategy and
investment in growth opportunities through retaining financial market support.

Financial management and value creation
We recognise that prudent financial management is an essential component of preserving and growing value for all our stakeholders. The trust
placed in us by financial markets is integral to our ability to fund our operations and invest in new products and services to support our
customers and the communities in which we operate.

Strategic context
As Australia’s second oldest publicly listed company, AGL has a long
and proud historical relationship with Australian investors. At 30 June
2019, we had 114,217 individual shareholders, representing primarily
everyday Australians either directly or via their super funds, as well as
many of Australia’s and the world’s largest pension funds.

We also have longstanding relationships with our lending banks,
including major Australian institutions as well as banks throughout
Asia. We have established a successful bond issuance program in both
the US Private Placement and Australian Medium Term Note markets,
enabling us to diversify our funding from long-term, competitively-
priced sources. We have a Baa2 credit rating with Moody’s Investors
Service.

AGL recognises that capital allocation during a time of a transitioning
energy market must be disciplined. We have to ensure that we are
both creating value for the long-term, while protecting ongoing
returns. Our five capital allocation principles govern our approach to

new investment and capital management (these are described in
detail in the Allocating capital for growth table), and when combined,
continue to drive strong outcomes for shareholders.

The principal metrics we use for remuneration, as reflected in the
Remuneration Report, are Underlying Profit after tax, return on equity
and relative total shareholder return. These metrics form a core
component of our remuneration framework – Underlying Profit for
short-term incentive (STI), and return on equity and relative total
shareholder return for long-term incentive (LTI). In this way, we seek
to ensure short and long-term executive pay outcomes correspond
with shareholder returns. STI scorecards have been re-designed to
focus on meaningful objectives that reward for beyond ‘business as
usual’ in our financial performance as well as improving customer
experience, engagement of our people and the safety of our workforce
and contractors. We are also tailoring objectives to the individual
accountabilities of our executives.

Creating value

Delivering shareholder value KPI FY19 FY181 FY17 FY16 FY15
Underlying Profit after tax was $1,040 million, up 2%. This result reflects
the strong operation of our energy supply portfolio.

Return on equity was 12.5%, down 0.6 percentage points reflecting an
increase in AGL’s equity base.

AGL’s total shareholder return in FY19 was -1.8%, compared with +12.6%
for the S&P/ASX100 Index. While the FY19 outcome was better than
FY18, we recognise that this was not a positive outcome for
shareholders.

Underlying Profit
after tax

$1,040m $1,018m $802m $701m $630m

Return on equity
(%)

12.5 13.1 10.2 8.3 7.2

Total
shareholder
return (%)

-1.8 -12.3 42.4 22.3 14.8

1. Restated for adoption of AASB 9 Financial Instruments and AASB 16 Leases.

Legend Improving trend and/or satisfactory outcome Deteriorating trend

Neutral trend KPI linked to remuneration outcomes for CEO and Key Management
Personnel (page 58)
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Allocating capital for growth
To assist stakeholders with monitoring and understanding the principles by which we make decisions about financial capital, since December 2017 we have
communicated our performance relative to five capital allocation principles.

Capital allocation principles FY19 outcome
1. Maintain balance sheet strength consistent with Baa2 credit rating to enable optimal

response to opportunities as they emerge
AGL continued to maintain a strong balance sheet consistent
with a Moody’s Baa2 credit rating, with gearing of 23.5% at
30 June 2019 and ample headroom coming into FY20.
 

2. Maintain target dividend payout ratio of 75% of Underlying Profit after tax, franked
to 80%
 

Dividends increased by 2 cents per share on the prior year and
were consistent with policy.

3. Maintain optionality on our balance sheet to drive improved return on equity over
time

During the year AGL divested non-core assets with the
completion of the sale of a portfolio of small generation and
compressed natural gas refuelling assets, known as AGL’s
National Assets portfolio.

4. Application of threshold hurdle rate supported by ongoing analysis of cost of capital
and appropriate risk adjustment for competing investment classes

AGL continued to ensure all of the projects we are
undertaking as part of our capital investment plans are
incrementally positive to shareholder value. This included
$388 million of growth and transformation capital
expenditure. This included investment in the Barker Inlet
Power Station, upgrades to Loy Yang A and Bayswater power
stations, the completion of our Customer Experience
Transformation program and the upgrade to our enterprise
resource planning systems (PT3).

5. Return excess cash to shareholders if more accretive opportunities are not identified
within a reasonable time-frame

AGL redeemed $650 million worth of subordinated notes on
11 June 2019 using cash reserves and existing bank debt
facilities.

An on-market share buy-back has been announced for FY20.

Key relationships and trade-offs with other Business Value Drivers

As identified on pages 12 to 23, we are investing significant financial capital (both operating expenditure and capital expenditure)
in projects and systems aimed at enhancing other Business Value Drivers, as well as investing for sustainable financial returns.

In making investment decisions, AGL is constantly balancing the need to create value for all stakeholders with the financial impact
of the investment on AGL’s overall position. This includes weighing up the need to maintain short-term financial performance
while also creating long-term value.

Beyond FY19
As the energy market continues to transition and present short-term
challenges to our financial performance, focus on effective capital
allocation and business optimisation will be a priority.

More information
The Operating and Financial Review (page 37) outlines AGL’s
financial performance for FY19.

Full financial accounts are available from page 82.


