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ASX & Media Release 

 

AGL announces recommended takeover offer for Australian  
Power and Gas Company Limited 

15 July 2013 

AGL Energy Limited1 (AGL) today announced that it has entered into agreements for the 
outright acquisition of 19.9% of the issued shares of Australian Power and Gas Company 
Limited (APG), and that it intends to make an off-market takeover offer to acquire all of 
the issued shares of APG (APG Shares) that it does not currently have an interest in at 
$0.52 cash per share (the Offer).  

The 19.9% interest is to be acquired by AGL from each of APG’s three largest shareholders 
– Nippon Gas (~5.2%), The Cobra Group (~5.2%) and the Poole Interests2 (~9.5%). 
These shareholders have also announced their intention to accept the Offer, by no later 
than the business day after the Offer becomes unconditional and in the absence of a 
superior proposal, in respect of their remaining APG Shares, which equate to a further 
36.9% of APG Shares. An independent Board committee established by APG to evaluate 
the transaction has recommended that APG shareholders accept the offer, in the absence 
of a superior proposal and subject to the independent expert appointed by APG concluding 
that the Offer is reasonable. 

The proposed price represents a 33% premium to APG’s closing price of 39.0 cents on 
12 July 2013 and a 51% premium to APG’s 3 month volume weighted average price of 
34.4 cents. It implies a total enterprise value of $158 million3. 

The acquisition will be 100% financed from cash reserves and existing debt facilities. AGL 
anticipates the acquisition will be modestly accretive to underlying earnings per share from 
FY144. 

AGL’s Managing Director, Michael Fraser, said: “The acquisition of APG will further 
strengthen AGL's retail business.  It will increase our total customers by approximately 
10%, effectively achieving our goal of 800,000 electricity customers in New South Wales.” 

“We will create value by leveraging our lower cost-to-serve across the APG customer 
base.  The transaction provides compelling value to APG shareholders and will enable APG 
customers to obtain enhanced products and services.” 

Table 1 APG Customer numbers5 

(000’s) Electricity Gas Total 

Victoria 121 107 228 

New South Wales 74 26 100 

Queensland 22 4 26 

Total 217 137 354 
 

                                               

1 The acquisition is by a wholly owned subsidiary of AGL 
2 Nippon Gas means Nippon Gas Co., Ltd; Cobra Group means The Cobra Group Pty Ltd, Cobra Investment BV and 
Barton Holdings Limited; Poole Interests means Richard Poole, Arthur Phillip, Arthur Phillip Nominees Pty Ltd, 
Amanda Poole and Haxby Pty Ltd 
3 Based on estimated net debt of $55 million as at 30 June 2013 
4 Excluding significant items of $36 million after tax 
5 As at 30 June 2013 and rounded to nearest thousand 
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Disclaimer

This presentation is not intended as an offer, invitation, solicitation or recommendation with respect to the purchase 
or sale of any security in the United States or any other jurisdiction. Securities may not be offered or sold in the 
United States absent registration under the Securities Act of 1933 or an applicable exemption from registration. 

The information in this presentation is an overview and does not contain all information necessary to an investment 
decision. It does not take into account the investment objectives, financial situation or particular needs of any 
particular investor. AGL Energy Limited (“AGL”) makes no recommendation to investors regarding the suitability of 
an investment in its securities, and the recipient of this presentation must make its own assessment and/or seek 
independent advice on financial, legal, tax and other matters, including the merits and risks involved. 

This presentation contains certain “forward looking statements”. These forward looking statements are based on the 
beliefs of AGL’s management as well as assumptions made by and information currently available to AGL’s 
management, and speak only as of the date of this presentation. AGL can give no assurance that the forward 
looking statements in this presentation will not materially differ from actual results, and the inclusion of forward 
looking statements in the presentation should not be regarded as a representation by AGL or any other person that 
they will be achieved. The forward looking statements are by their nature subject to significant risks, uncertainties 
and contingencies, many of which are outside of AGL’s control and are not reliably predictable. Should one or more 
of these risks, uncertainties or contingencies materialise, or should underlying assumptions prove incorrect, actual 
results may vary materially from those contemplated in any forward-looking statements.

In addition, some of the financial data included in this presentation are “non-GAAP” financial measures under 
Regulation G under the Securities Exchange Act of 1934. Certain of these measures may not be comparable to 
similarly titled measures of other companies. 

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External
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Australian Power and Gas acquisition
Opportunity to further strengthen AGL’s retail franchise.

1. Based on 30 June 2013 customer numbers
2. Assumes completion of APG acquisition
3. Assumes APG’s NSW electricity customers acquired at $562 per customer
4. 30 June 2013 forecast
5. Rounded to nearest thousand

› Opportunistic acquisition which will increase AGL’s customer numbers by approximately 10%

» Additional customers predominately in Victoria and NSW

» Ability to provide APG customers with enhanced product offerings and service levels

› AGL benefits from substantial economies of scale compared to APG’s current cost structure

» AGL’s cost-to-serve is ~$130 per customer lower than APG

› APG’s largest customer base is in Victoria where the market is fully deregulated

› Additional NSW electricity customers sees AGL close to achieving its target of 800,000 

» Increases NSW electricity customer base to ~790,0001,2

» Upon completion AGL will have added ~370,000 NSW electricity customers since 1 January 
2011 at an average cost of $2423,4 per customer

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External

APG Customer Numbers4,5

(000’s) Electricity Gas Total

Victoria 121 107 228

NSW 74 26 100

Queensland 22 4 26

Total 217 137 354
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Australian Power and Gas acquisition

› All cash offer for APG at $0.52 per share

» 19.9% stake acquired at $0.52 per share immediately prior to launching takeover

» Major shareholders have announced they intend to accept for the balance of their holdings 
(~37%) by no later than the business day after the Offer is unconditional (in the absence of a 
superior proposal)

» AGL and APG have signed a Bid Implementation Agreement for the takeover offer

› APG independent Board committee has recommended acceptance of AGL’s offer (in the absence of a 
superior proposal and subject to the independent expert concluding the offer is reasonable)

› Conditions include:

» Minimum acceptance condition of 90%

» ACCC notification that it does not intend to oppose the acquisition

» No material adverse change

› AGL anticipates dispatching its Bidder’s Statement for the Offer in early August

» Transaction completion is expected by the end of October 2013

› Acquisition will be 100% financed from cash reserves and/or existing debt facilities

Deal summary.

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External
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Deal metrics

› Enterprise value of $158 million - $103 million equity, $55 million debt

› AGL has a significant cost-to-serve advantage

› Average consumption per APG customer comparable to AGL customer base

› Key acquisition assumptions: 

» Competition levels to remain high with churn levels remaining elevated

» Migrate APG customers to AGL’s SAP platform within 12 months

» Door knocking currently undertaken by APG will cease, consistent with AGL’s practice

› AGL expects to recognise Net Significant Expense Item1 of ~$36 million after tax including:

» Onerous cost-to-serve contract $15 million 

» Contract termination/break costs/sundry $21 million

› Modest accretion expected in Underlying Earnings Per Share from FY142

Acquisition exceeds AGL’s IRR hurdle.

1. Upon acquisition
2. Excluding Net Significant Expense 
Item

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External



6
Deal metrics
Attractive acquisition cost per customer.

› Based upon the offer price of $0.52 per share: 

1. As at 30 June 2013 (estimated)
2. Working capital less Mark-to-market adjustments and less Other sundry items
3. After tax

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External

Valuation $m $/customer

Equity value 100

Options 3

Net debt1 55

Enterprise Value 158 446

Deduct working capital1,2 (5) (14)

Add significant expense 
items3

36 102

Add capitalised migration 
costs3

10 28

Full cost to acquire 199 562
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Regulatory framework

› AGL does not expect there to be any significant issues in light of:

» No material increase in retail market concentration levels

» Competitive environment to remain vigorous

» Price competition and ancillary service offerings driving churn

» APG’s Queensland presence is minimal

Bid is subject to ACCC clearance.

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External



8
Due Diligence

› 4-week due diligence process

› Key focus areas covered :

» Customer migration/integration

» Bad debts

» Wholesale electricity and gas contracts

» Funding 

» Legal matters

» Operational contracts

» Working capital

AGL has completed due diligence process.

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External
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Summary
Acquisition consistent with AGL’s integrated strategy.

› Further enhances AGL’s scale in electricity and gas retailing

› Effectively achieves AGL’s goal of 800,000 NSW electricity customers

› AGL’s SAP platform provides a low cost-to-serve

» Opportunity to provide APG customers with enhanced customer experience

› Continued focus on customer retention and customer profitability

» SAP stability a precursor to customer retention and service quality

› Acquisition price predicated on exceeding IRR hurdle

» AGL has deep experience in integrating new businesses

» Opportunity to significantly enhance shareholder value by exceeding base case assumptions

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External
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Information

Refer to AGL’s website:  www.agl.com.au

Contacts

INVESTORS 

John Hobson
Head of Capital Markets
phone: +61 2 9921 2789
mobile: +61 (0) 488 002 460
e-mail: john.hobson@agl.com.au

Information / Contacts

MEDIA

Karen Winsbury
Head of Corporate Communications
phone: +61 3 8633 6388
mobile: +61 (0) 408 465 479
e-mail: kwinsbury@agl.com.au

» Australian Power & Gas acquisition
» 15 July 2013
» AGL External
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