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Figure 12 - AGL hedge position (Queensland)

This graph shows that for Queensland, for the period covering 2014 onwards, AGL has
used into a range of risk management products, including OTC contracts (swaps, caps,
swaptions, collars), ETFs (described here as "SFE") and weather insurance. The

counterparties to AGL's OTC contracts include standalone generators located in
Queensland (eg i} and outside of Queensland (eg ), as well as a
range of AGL's competitors, including ||| | 2nd

The graph below shows the equivalent information in relation to South Australia.
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o
In addition AGL:

(a) currently has customised hedge contracting arrangements with and is
negotiating the supply of a further customised product to support entry
into South Australia;

(b) prior to acquiring APG, AGL had both customised and standard hedge contract
arrangements with APG (AGL acquired a customised "reallocation" arrangement
with APG when it acquired the Loy Yang A power station); and

(c) is currently engaging with in relation to the supply of a
reallocation arrangement with :

Exchange-traded contracts

186.

187.

188.

189.

190.

228756416.01

AGL does not need to develop a "good names" list or equivalent in order to trade
exchange-traded contracts. This is because AGL does not bear the risk of a
counterparty defaulting on an ETF trade. When AGL trades ETF products it has no
knowledge of |let alane control over the identity of the final counterparty to that trade,
as AGL transacts through its clearer. In fact, AGL does not even find out the identity of
the final counterparty to an ETF trade after the trade has been executed.

AGL currently trades ETFs on the ASX, but AGL and a number of other industry
participants are also involved in the development of the LeClair platform, which is
intended to be a platform for trading electricity derivatives, and will operate in
competition with the existing ASX platform. 1t is intended that the LeClair platform will
facilitate exchange-based trading of both carbon inclusive and carbon exclusive
electricity derivatives (ie it will allow listing of exchange-traded carbon exclusive
products which are similar to the carbon exclusive over the counter contracts traded by
physical market participants).
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228. The following table, which is based on data published by AEMO, shows a comparison of
the peak and off-peak availability factors for:

(a) the Vales Point power station (a2 coal fired power station owned by State of
NSW's Delta Electricity business);

(b)  Macquarie Generation's Liddell power station; and

(c) the Eraring power station (a coal fired power station previously owned by the
State of NSW and currently owned by Origin Energy),

for calendar years 2011 to 2013.

Figure 23 - Vales Point, Liddell and Eraring Availability Factors

Vales Point Liddell Eraring

2011 [ [ [ ]

2012 ] [ -

2013 - - -

Off-peak Vales Point Liddell Eraring
2011 [ ]
2012 [ ]
2013 ]

229.

Future reliability of the Bayswater and Liddell power stations

230. Based on my own knowledge of and involvement in the Macquarie Generation due
diligence process, I understand that:

(b) E&P made similar findings in relation to the Equivalent Availability Factor for the
Liddell power station;
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249, I am also aware from my involvement in the due diligence process that the term of sale
of the Macquarie Generation assets significantly limit the potential for redundancies of
Macquarie Generation staff following the proposed acquisition by AGL, as set out in
clause 15 of the Asset Sale and Purchase Agreement.

250. I am aware from my involvement in the technical due diligence process and my
attendance at meetings of the AGL Board that AGL expects that following the proposed
acquisition of Macquarie Generation, AGL will:

(a)

(b)

()

invast approximately $345 million in the maintenance of, and capital
expenditure on, the Bayswater and Liddell power stations over the projected life
of those assets, in addition to the planned levels of future investment in
Bayswater and Liddell of current Macquarie Generation management;

apply [N /G technical capability and
expertise to the maintenance and operation of the Bayswater and Liddell power
stations; and

capture annual cost savings in labour costs, and improve Macquarie Generation
staff engagement to create value.

251. I consider that this is likely to have the following impacts:

(a)

(b)

(©)

(d)

increase levels of likely availability to generate electricity for supply into the
NEM of each of the Bayswater and Liddell power stations, which will increase
reliability of electricity supply for NSW;

as a consequence of (a), and also because AGL has a broader portfolio of assets
than Macquarie Generation, AGL will be able to hedge Macquarie Generation to a
greater extent and so increase the volume of NSW hedge contracts that AGL
would sell;

reduce overall cost in maintaining the efficient operation of each of the
Bayswater and Liddell power stations, over its remaining operational life (to
2035 in the case of Bayswater and to 2022 in the case of Liddell);

increase potential for the Bayswater power station to operate effectively beyond
2035.

AGL’s bidding and dispatch following the acquisition of the Macquarie generation

assets

252. I am aware that the ACCC's SOI contains the following passage.

77,

78.
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Market participants have raised concerns that because AGL has a large portfolio
of generation assets across the NEM, including the largest share of generation in
Victoria and South Australia, a withdrawal of electricity supply that causes an
increase in wholesale spot prices may be a more profitable strategy for AGL
compared to other potential acquirers of Macquarie Generation with less
generation assets in the NEM. This is because the benefits of the higher prices
caused by a withdrawal of supply would be spread across a larger generation
portfolio.

In addition, the ACCC is considering whether AGL would have an incentive
(compared to a different purchaser or the status quo) to operate the Liddell
































