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I Brett Alan Redman say on oath:
1. I am the Chief Financial Officer of AGL Energy Limited ACN 115 061 375 (AGL) and

I am authorised to make this statement on AGL’s behalf.

2. Where, in this statement:

(a)

(b)

(c)
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I refer to information provided to me by a third person, I believe that
information to be true and correct and, at the time I was provided with that

information, I believed it to be true and correct, unless I state to the contrary;

I refer to an email, letter or report sent to me by others reporting on or
referencing discussions, meetings or other communications in which I
participated or to which I was a party, the email, letter or report accurately
records those discussions, meetings or other communications, unless I state

to the contrary;

I refer to an email or other communication sent by me to others in which I
express an opinion, belief or view, I held that opinion, belief or view at the
time of sending that email or other communication, unless I state to the

contrary; and
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which is subject to an adjustment mechanism for working capital. The Agreement is
attached as BAR-23 (schedules (9 and 15) and the 4 Annexures to the Agreemeant

73.

74.

75.

76.

77.

request).

The transfer of the Macquarie Generation Assets was scheduled to occur on 15 April
2014 (Completion Date) with the vesting of the Macquarie Generation business in
AGL occurrlng by that date. However, this scheduled completion date was subject
to varlous conditions being satisfied by AGL, the NSW Government and Macquarie
Generation and other avents,

One of the approvals that AGL was required to obtain was from the ACCC. The
Agreement deals with this separately from the conditions for completion with AGL
being required to obtain notification from the ACCC by 5 March 2014 that it did not
propose to oppose, seek to prevent or otherwise object to the Macquarie Acquisition
(ACCC Approval). As I discussed in section 6 above, ACCC Approval had been the
subject of requirements during the bidding process and AGL's binding bid was given
on conditlon that such approval was obtained.

ACCC Approval

In accordance with these requirements AGL submitted an application for informal
clearance to the ACCC on 29 November 2013 (Clearance Application). I
understand that AGL and its advisors had varlous communications and meetings
with the ACCC following the Clearance Application. I discuss the ACCC's requests
for further information in relation to AGL's management of financial risks and
hedging strategy in section 12 below.

The ACCC published a statement of issues for the Macquarie Proposal on 6 February
2014 (SOIX). The SOI identified increased barriers to entry and expansion In the
market for the retail supply of electricity in NSW as an issue of concern and the
horizontal aggregation of generation, which may substantiaily lessen competition in
the wholesale energy market, as an issue that may raise concern. The SOl is
attached as BAR-26.

On 17 February 2014, AGL responded to the SOI by submitting an undertaking to
the ACCC under which:

AUSTRALIA\CYW\228727863.10 %






27

81. Following notice from the ACCC that it would object to the Macquarie Acquisition,
either AGL or the NSW Government may terminate the Agreement (but have not
done so at the time of making this statement). The Macquarie Acquisition will not
proceed in its current form without clearance from the ACCC or-authorisationfrom——— — —
the Australian Competition Tribunal. The Agreement will not therefore complete and
AGL will not acquire the Macquarie Generation Assets under it as a result of not
obtaining ACCC Approval. The Treasurer's media release and AGL's ASX
announcement are attached as BAR-29 and BAR~30 respectively.

82. I do not believe that it is likely that the NSW Government will sell the Macquarie
Generation Assets to any person other than AGL because, after a lengthy bidding
process, AGL was the only party to make a binding bid that exceeded the State of
NSW's retention value of the assets. The NSW Government would therefore be
more likely to retain the Macquarie Generation Assets rather than to privatise them

at the current point in time.

83. I also do not believe that ERM and Marubeni are likely to significantly increase their
bid for the Macquarie Generation Assets. As outlined above, the sale process was
commenced on 11 September 2013 and they have been aware of AGL's binding bid
price since at least 12 February 2014.

84. On the basis of NSW Treasury's press release on 12 February 2014 and on the basis
of the letter I received on 20 March 2014 I believe that the NSW Government has
made It clear that it will not consider a sale of the Macquarie Generation Assets

unless it exceeds their retention value and is in the best interests of taxpayers.
11. Intended operation of the Macquarie Generation Assets

85. Consistent with AGL's rationale for the Macquarie Acquisition, AGL intends to
operate the Macquarie Generation Assets for the remainder of their economic lives
subject to any unanticipated or unexpected catastrophic equipment failure or other
change and to manage the financial risks from the Macquarie Generation Assets in
accordance with AGL's WERMP.

86. AGL intends to operate the Liddell power station until 2017, maintaining options to

operate it until 2022 (the end of its economic life) [ G

87. I believe that AGL's intended management of the Bayswater and Liddell power
stations is consistent with industry best practice. In particular, it is common for an
old generation unit at a power station to be retired so that its assets can be re-used
to maintain the availabllity and economic life of the remaining generation units as

y’/\//‘/gﬁ
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AGL proposes to do at the Liddell power station at a time that is yet to be

determined.

88.

89. The ACCC has raised the issue of the closure of the Liddell power station in its
Statement of Issues published on 6 February 2014. At paragraph 78 of the
Statement of Issues the ACCC states:

"The ACCC is considering whether AGL would have an incentive (compared to
a different purchaser or the status quo) to operate Liddell power station less
often, mothball generation units or otherwise prematurely retire the Liddell
power station altogether in order to withhold supply".

90, The Investment case adopted for the bid valuation for the Macquarie Generation
Assets was conservative and incorporated a potential downside scenario ||| R

. AGL's

intended operation of the Liddell power station described above is based on this

valuation.

91, Macquarie Generation has three contracts for the sale and hedging of electricity ta
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