Our Strategy
Strategic Imperatives
Our commitment to shape
a sustainable energy future
drives two strategic imperatives

Prosper in a carbon
constrained future

Key Objectives
As we think about how to respond to the multi-decade transition underway in the
energy sector, four key objectives shape our strategy and decision-making:
From…

To…
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To…

Mass
retailing

Personalised
retailing

Operating
large
assets

Orchestrating
large and
small assets

Enabled by new technology, customers’
expectations of how they manage
their energy consumption are
evolving. We are continually seeking
to tailor products and services to
meet the needs of specific customer
segments, and investing in our
platforms and capabilities, including
through our Customer Experience
Transformation program.

New energy supply and storage
technologies are transforming the
energy industry’s asset mix. In addition
to exploring opportunities presented
by distributed technologies, we are
exploring and trialling innovative asset
ownership models, such as the Powering
Australian Renewables Fund (PARF)
to develop and own large-scale wind
and solar projects.

Current Priorities

Build customer
advocacy

We enter FY19 with ongoing uncertainty on long-term industry policy
and the development and uptake of new technologies. In the shorterterm, we are prioritising six key strategic areas

Attract, retain
and serve
customers
as efficiently
as possible

Operate,
maintain
and renew
our energy
supply portfolio
at lowest
practical cost

Ensure key
systems and
platforms are
fit for purpose
and scalable
for growth

Develop
disruptive
capabilities
to respond
to emerging
customer needs

Identify and
act upon
opportunities
to invest in
new areas
of profitable
growth

Support energy
policy discussion
to shape
sustainable
long-term
outcomes

Capital Allocation Framework
Our Capital Allocation
Framework reflects
a disciplined approach
to drive strong and
sustainable outcomes
for shareholders
over time

1. Maintain balance
sheet strength

2. Maintain target
dividend payout ratio

consistent with Baa2 credit
rating to enable optimal
response to opportunities
as they emerge

of 75% of Underlying Profit
after tax, franked to 80%

From…

To…

High
emissions
technology

Lower
emissions
technology

Leading in
existing
markets…

Community expectations, global
targets and technological development
continue to support a transition away
from carbon-intensive forms of energy
supply. We are the largest ASX-listed
developer of renewable energy –
bringing on major new projects via
PARF – and we remain committed
to the closure of our coal-fired power
stations at the end of their existing
operating lives.

and growing
into new
markets

The long-term transformation of
the energy sector presents potential
opportunities for AGL to apply its
expertise more broadly and deeply,
either in new areas of the energy
market, in adjacent or complementary
customer markets or through
geographic expansion. We continue
to explore opportunities actively,
while applying a disciplined approach
to risk assessment.

Financial Targets
Our financial objectives reflect our commitment
to deliver for shareholders in the short to medium term

$970 million
to $1,070 million

$120 million

Guidance for FY19 Underlying
Profit after tax (subject to normal
trading conditions)

Operating cost reductions in FY19
under the business optimisation
program, plus target to return to
FY17 levels by FY21

3. Agile capital approach
to drive improved return
on equity over time amid
rapidly evolving business
environment:

• Quantum: AGL capital
deployed only to level
required to achieve
strategic objectives

• Optionality: maintain and
maximise ability to pivot/
exit as objectives evolve

• Time to value: within
appropriately short
time-frame relative to
uncertainty

For more information on
how AGL’s remuneration
framework aligns with
company strategy, see the
Remuneration Report
Page 43

4. Continued application
of threshold hurdle rate

5. Return excess
cash to shareholders

supported by ongoing
analysis of cost of capital
and appropriate risk
adjustment for competing
investment classes

if more accretive
opportunities are
not identified within
reasonable time-frame

