
1

Acquisition of Sun Retail
27 November 2006



2

Page 2

Important Notice
The information in this presentation is an overview and does not contain all information necessary to an investment decision. The information 
contained in this presentation has been prepared in good faith by the Company. No representation or warranty, express or implieds is made as to 
the accuracy, adequacy or reliability of any statements, estimates or opinions or other information contained in this presentation, any of which 
may change without notice.

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 in any other jurisdiction in which such an offer or solicitation is not authorized or to any other person to whom it is unlawful to 
make such an offer or solicitation. The securities to be offered and sold in the offer have not been and will not be registered under the US 
Securities Act of 1933 (the "Securities Act") and may only be offered and sold (i) within the United States to, or to U.S. persons (as defined in Rule 
902(k) under the Securities Act) who are, “qualified institutional buyers” (as defined in Rule 144A under the Securities Act) in transactions exempt 
from the registration requirements of the Securities Act pursuant to Regulation D thereunder, or (ii) outside the United States, to non-U.S. persons 
in offshore transactions in compliance with Regulation S under the Securities Act.

This presentation contains certain “forward-looking statements”. These forward looking statements and information relating to the Company are 
based on the beliefs of the Company’s management as well as assumptions made by and information currently available to the Company’s 
management, and speak only as of the date of this presentation. All statements other than statements of historical facts included in this 
presentation, including without limitation, statements regarding the Company’s financial position, business strategy, plans and objectives are 
forward looking statements. In addition, when used in this presentation, the words “forecast”, “estimate”, “expect” and similar expressions, as 
they related to the Company or the Company’s management, are intended to identify forward looking statements. Such statements reflect the 
current views of the Company with respect to future events and are subject to risks and uncertainties. Assumptions and, therefore, the forward 
looking statements, are by their nature subject to significant uncertainties and contingencies, many of which are outside the control of the 
Company and are not reliably predictable. Should one of these risks or uncertainties materialize, or should underlying assumptions prove incorrect, 
actual results may vary materially in quantum and timing from those described herein as forecast, estimated or expected with material 
consequential impact on the forward looking statements. 

Prospective investors should make their own independent evaluation of an investment in the securities. The material contained in this document 
does not take into account the investment objectives, financial situation or particular needs of any particular investor. Neither the Company, 
Citigroup or Macquarie make any recommendation to investors regarding the suitability of the securities and the recipient 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 and its contents have been distributed to you, in confidence solely for you information and may not be videotaped, 
recorded, re-transmitted or otherwise reproduced or disclosed to third parties or made public in any way, in whole or in part, for any 
purpose without the written permission of Origin.

* All references to $ are references to Australian dollars unless otherwise specifically marked.
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Outline

• Overview

• The three businesses

• Funding
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The acquisition of Sun Retail provides a unique opportunity 
for Origin to:

Secure a leading position in the continuing consolidation and 
integration of the Australian and New Zealand energy markets

Have a very competitive cost position in retail, wholesale and 
production segments through increased scale, diversity and integration 
of the business

Access additional opportunities to grow by deepening the integration of 
Origin’s business across the competitive segment of the energy industry

The acquisition will be EPS accretive from the first full 
year of ownership
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Sun Retail comprises three businesses which have been 
acquired for $1,202 million.  The Mass Market Retail 
business is valued at $1,100 per customer

The aggregated EBIT/Sales margins of all three 
businesses are expected to be consistent with Origin’s 
current retail margins of approximately 7%

$916 m

$220 m

$66 m

Value

$1,100/customer

$0.61/MWh*

$2,130/tonne

Mass Market Retail
- 833,000 customers

Wholesale
- 16 TWh

LPG
- 31,000 tonnes

Key Valuation 
Metric

* Value across Origin’s entire wholesale electricity portfolio of 33TWh
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Key contributors to the valuation of Sun Retail include:

Origin’s estimate that scale benefit on cost-to-serve is 

approximately $20 per customer per year of which less than 

$10 is ascribed to the acquisition. This benefit contributes 

approximately $250 to the retail valuation of $1,100 per 

customer

Benefits from Sun Retail and Origin’s combined purchase of 

approximately 33 TWh of electricity each year. The wholesale 

trading value of $220 million corresponds to a benefit to 

Origin’s integrated portfolio of only $0.61/MWh per year

Origin estimates that the purchase price represents a 
multiple of approximately 9 times EBITDA in 2007/08
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Origin will fund the acquisition through a number of 
financing options…

A $400 million fully underwritten institutional bookbuild
placement of ordinary shares which commences today 
(details follow)

Bridging finance and term debt facilities

Share Purchase Plan proposed for the March quarter 2007

Issue of a hybrid security contemplated in the March quarter 
2007

A review of Origin’s ownership of its Networks business has 
also been initiated

…providing Origin with continued financial flexibility to 
pursue growth projects whilst maintaining our BBB+ 
(stable) credit rating, and gearing within targeted range
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Origin expects the acquisition of Sun Retail to be EPS 
accretive from the first full year of ownership…

…thereby creating ongoing value for Origin shareholders

In the period to June 2007, the acquisition will reduce EPS 
− Some acquisition and transition costs will be expensed
− Equity will be raised two months prior to settlement

From 2007/08 the acquisition will be accretive even though 
some transition costs are still being expensed in that year

Within three to five years earnings will be further enhanced 
through new opportunities for growth arising from the 
acquisition
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Origin has a strong track record of integrating acquired 
energy businesses with existing operations…

Origin has a successful track record of integrating systems and 
migrating data for the Energy 21, Powercor and CitiPower
acquisitions

The SPA includes provision for Energex to provide transitional 
services to Origin for a period of up to 18 months

This ensures a smooth transition from Sun Retail (Energex) 
systems to Origin systems

During that time Origin will be working diligently to integrate 
billing and customer management systems

Over time, once integration is complete, Origin will drive to 
improve cost to serve across its portfolio

…and has already established a business integration team 
to ensure a smooth transition 
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The three businesses
Mass Market Retail

Wholesale

LPG
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Sun Retail provides exposure to 
fast growing south east Queensland 

Population and Economic Growth

• Queensland’s GDP growth is 
forecast to be higher than the rest 
of Australia over the next decade. 

• Qld energy consumption is forecast 
to grow at 3.5% pa vs Vic/SA at 0.8% 
and NSW at 1.7%

• The population in South East Qld is 
forecast to increase by 43% over the 
next 20 years, compared to 28% for 
the rest of the State



13

Page 13

It’s acquisition adds significantly to Origin’s retail position 
with over 1 million customers in Queensland,  
approximately 2.7 million gas and electricity accounts 
across Australia…

…and including LPG and Contact Energy over 3.6 million 
accounts across Australasia

# Origin customer numbers as at end October. Sun Retail numbers estimated at time of completion

#

Customer 
accounts/sites 

('000)#

Sun Retail Origin 
Energy 

Qld

Combined 
Qld

Total 
Origin 
Energy

Contact 
Energy

Origin 
Energy 
Group

Electricity 841 841          1,787       514          2,301       

Gas 90 90           879          79           958          

Total Mass 
Market

841 90 931          2,666       593          3,259       

LPG 55 123 178          357          -          357          

Total 896          213          1,109       3,023       593          3,616       
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Origin, 23%

AGL, 26%

TRU, 10%

Red, VEPL, Jack, 
2%

EnergyAustralia, 
16%

Integral , 7%

Country , 7%

Ergon , 6%

PowerDirect, 4%

The acquisition increases Origin’s electricity and gas 
customer number market share to 23%…

Origin, 16%

AGL, 26%

TRU, 10%

Red, VEPL, Jack, 
2%

EnergyAustralia, 
16%

Integral, 7%

Country, 7%

Ergon, 6%

Energex, 11%

Gas and Electricity Market Position Eastern Australia

…securing a leading position in the consolidation of 
the energy industry

Pre-acquisition Post-acquisition

NSW Government

QLD Government

Source: UBS Australian Utilities Structure 2006 and Company reports
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Mass Market Churn: Completed & Pending
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While it is anticipated that there will be churn once the 
Queensland market opens to competition in July 2007…

Initial churn rates are 
likely to be high and 
settle between the 
higher margin Victorian 
market and the lower 
margin NSW market

…Origin has maintained customer numbers across 
contestable markets since competition was introduced and 
will continue to do so following this acquisition
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Revenue certainty has been enhanced through 
Queensland Government defining price setting 
mechanisms reducing risks to recovery of cost increases

Revenue to FRC date is set on a 71% / 29% split

Prior to FRC all customers are on a default tariff

A “building-block” approach in the movement in the default 
tariff reflects changes in 

1. Network Costs 

2. Long Run Marginal Cost of Energy

3. Efficient retailer cost to serve

4. Reasonable Retail Margin

Customers who sign market contracts move off the default 
tariff

Revenue risks are similar to the other retail markets in 
NSW, Victoria and South Australia
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• Until March 2008 billing 
and call centre services 
will be provided by 
Energex at a fixed cost 
which is higher than 
Origin’s cost to serve

• Over this period Origin 
will complete transition 
to its own billing 
systems

…Origin estimates this benefit up to $20 per customer of 
which less than $10 per customer has been applied to the 
acquisition

Once fully integrated the scale benefits of the 
acquisition bring Origin well down the cost curve…

Cost to maintain
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Cost savings greater 
than $20 per customer
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The acquisition also confirms Origin as the leading provider 
of green energy products by combining the largest two 
portfolios of green energy customers in Australia

Origin
31%

AGL
16%

Energy Australia
13%

Ergon
12%

Powerdirect
4%

Sun Retail
11%

Other
2%Country

4%

TRU
7%

Source: National Green Power Accreditation Program. As at 31 March 2006.

1. Origin green electricity contracted customer accounts in excess of 120,00 at October 2006 
and Green Gas contracted accounts increased to over 20,000 at October 2006

2. Information based on the Energex Electricity Retail base (pre restructure calculated on a 
71-29 split to Sun Retail and Powerdirect).

Customer numbers 
at March 06 –

Origin now has 
over 120,000 

contracted Green 
Electricity 
accounts1

Green Power – Share of Customer Numbers Green Power – Share of Load (MWhs)

Origin
22%

AGL
9%

TRU
2%

Other
8%

Country
12%Energy Australia

20%

Powerdirect
7%

Sun Retail
17%

Ergon
3%
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The three businesses
Mass Market Retail

Wholesale

LPG
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The Wholesale business comprises;

Sales to Large Customers – currently 7 TWh/a

Purchase arrangements comprising 16 TWh/a for sale to large        
. customers and the mass market retail business

Purchase arrangements to cover GEC and REC obligations* 

Permitted site at Braemar for a 450 MW Peaker

Combined with Origin’s existing wholesale business, the annual 
purchase arrangements comprise 33 TWh together with 2 million 
GECs and 800,000 RECs

The Wholesale Business has been valued at $220 million 
which corresponds to a benefit of $0.61/MWh across the 
whole Origin portfolio

*  GECs – Gas Electricity Certificates    RECs – Renewable Electricity Certificates
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The wholesale position creates contracting optimisation 
and investment opportunities…

Reduction in the overall risk profile of the total Origin retail        
. customer base due to geographic diversity

Revenue to support existing peak generation assets and        
. contracts in Queensland

Revenue certainty to support new generation investment      
. and new CSG development

Revenue certainty to support mandatory GEC and REC           
. portfolio

…thereby improving the competitiveness and  deepening 
the integration of Origin’s business



22

Page 22

The geographic diversity of the combined Origin and Sun 
Retail volumes reduces volatility of the load and therefore 
the cost of managing that volatility 

This corresponds to a potential benefit of approximately 
$20 million per year

Combined Portfolios

Base

Base

Base

Cap

Cap

Cap

VIC/SA/NSW QLD Combined

C
ap

ac
it

y 
(M

W
)

+ =

Reduced Cap 
Requirements Origin estimates 

this benefit as a 
reduction in cap 
cover of up to 
250 MW
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The Sun Retail customer base provides revenue 
certainty for Origin’s current generation portfolio

Sun Retail Electricity Sales

Average Load "Swaps" 

Mt Stuart PS

Temperature 
Swing Load Roma PS

Braemar PS

Retail Load Hedge Cover

MW

Replacement cost for Mt Stuart and Roma $300 million 
(362 MW) – yet the book value of these assets is currently 
around $75 million 

Average load is 
covered by swaps. 
Sun Retail is fully 
contracted in the 
near term

Cap Contracts are 
used to cover load 
shape and weather 
variation. Origin’s 
portfolio in Qld is  
well positioned 

The Braemar contract, Mt Stuart and Roma Power Stations provide an internal
hedge against extreme price events
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Queensland requires new capacity from 2010 with an 
additional ~500 MW per annum every year thereafter

Origin & Sun 
Retail have

around 1,500 
MW already 
permitted to 
access this 

growth and has 
the gas reserves 
to support the 
development

Ownership of Sun Retail provides access to the revenue 
certainty to support the required investment and provides 
leverage to either invest or contract for the balance of load

Source: 
NEMMCO 2006 
Statement of 
Opportunities
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The option to develop cost effective base load gas fired 
power generation at Spring Gully creates the ability to 
cover base energy needs…

… while the Braemar site – close to Origin’s Walloons 
coal seam gas acreage – provides additional option 
for further CSG based power development 

• The Queensland Government has mandated 
that 13% of electricity sold must have a Gas 
Electricity Certificate (GEC) attached. 
These are created through Gas Fired 
Generation

• Stage 1 Spring Gully will annually generate 
4 TWh and create 3.2 million GECs

• Sun Retail has a current requirement for up 
to 2 million GECs per annum

• The current market price for GECs is around 
$16/GEC (which equates to $13/MWh) 
which is passed through to retail customers

• Sun Retail’s load therefore secures up to 
$32 million per annum revenue for the 
Spring Gully Power Project

Proposed 
Braemar Site

Proposed Spring 
Gully  Site

(Walloons)

Proposed 
Braemar Site

Proposed Spring 
Gully  Site

(Walloons)
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The three businesses
Mass Market Retail

Wholesale

LPG
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Sun Retail 
LPG area

The LPG business complements Origin’s existing extensive 
distribution network across the State

• Sun Retail adds approximately 
55,000 LPG customers and 31,000 
tonnes of sales per annum

• Origin’s LPG business encompasses 
the Sun Retail geographic and 
segment spread

• Operational efficiencies and 
improved customer offerings both 
add value

The acquisition price of $2,130/tonne is below recent 
transactions such as Speed-E-Gas ($2,615/tonne)
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Funding
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Origin will fund the acquisition through a number of 
financing options…

A $400 million fully underwritten institutional bookbuild
placement of ordinary shares which commences today 
(details follow)

Bridging finance and term debt facilities

Share Purchase Plan proposed for the March quarter 2007

Issue of a hybrid security contemplated in the March quarter 
2007

A review of Origin’s ownership of its Networks business has 
been initiated

…providing Origin with continued financial flexibility to 
pursue growth projects whilst maintaining a BBB+ credit 
rating
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Placement Summary

New shares to rank pari passu with existing sharesRanking                      

Citigroup Global Markets Australia Pty Limited and Macquarie 
Equity Capital Markets Limited 

Joint bookrunners & 
underwriters

Underwritten bookbuild, 2-day trading haltOffer structure              

• 5.1% discount to the 1 month VWAP of A$7.27 ending 
Friday, 24 November 2006

• 5.2% discount to the 5 day VWAP of A$7.28 ending Friday, 
24 November 2006

• 5.3% discount to the closing price of A$7.29 on Friday, 24 
November 2006

Lower end of range (A$6.90) representing a:

A$6.90 to A$7.15 (58 to 56 million shares)Indicative bookbuild
range    

A$400 millionOffering size            

Origin Energy LimitedIssuer
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Placement Summary

Thursday, 1 February 2007Settlement of acquisition

* Underwriters reserve the right to close the offer early

Tuesday, 5 December 2006New shares start trading 
on ASX

Monday, 4 December 2006Allotment                          

Monday, 4 December 2006DvP Settlement              

Wednesday, 29 November 2006Trade date                        

Tuesday, 28 November 2006 – 5.00pmOffer close*

Monday, 27 November 2006 – 3.00pmOffer opens 

Monday, 27 November 2006 – before trading commences2 day trading halt 
announced
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Share Purchase Plan

All shareholders will be given the opportunity to purchase up to
$5,000 of shares at the lower of:

– The institutional placement price; or

– The same discount as the institutional placement to the 5 day 
VWAP following the Share Purchase Plan record date.

If subscriptions received from shareholders exceed $75 million, or 
such other amount as Origin determines, Origin may scale back 
the maximum number of shares issued

No brokerage or other transaction costs will be payable by 
shareholders

The offer made under the Share Purchase Plan is non-
renounceable
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A review of Origin’s ownership of its Networks business 
has been initiated…

Origin’s strategy has been to focus on the competitive rather than 
the regulated segments of the energy supply chain

Consistent with this focus Origin has initiated a review of its 
ownership of the Networks business which includes

– a 17% interest in Envestra Ltd

– a 33.3% interest in the SEA Gas pipeline

– Origin Energy Asset Management which provides management 
services to Envestra

…and Carnegie Wylie has been appointed to assist the 
company with this review
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The proposed timetable for completion of the transaction 
and associated issues is as follows

27 November Transaction announced

Institutional placement commences

28 November Institutional placement concludes

29 November Origin recommences trading

1 February 2007 Settlement and effective date

First quarter 2007 Share Purchase Plan

First quarter 2007 Hybrid security likely to be issued

July 2007 Introduction of retail contestability in Queensland

March 2008 Transitional services agreement ends

Key dates Action / event
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In summary, the acquisition of Sun Retail provides a unique 
opportunity for Origin to:

Secure a leading position in the continuing consolidation and 
integration of the Australian and New Zealand energy markets

Have a very competitive cost position in retail, wholesale and 
production segments through increased scale, diversity and 
integration of the business

Access additional opportunities to grow by deepening the 
integration of Origin’s business across the competitive segments
of the energy industry

The acquisition will be EPS accretive from the first full 
year of ownership and will add significant value for 
shareholders in the years ahead
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Questions
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For more information

For more information on Origin Energy please contact

Angus Guthrie

Manager, Investor Relations

Email: angus.guthrie@originenergy.com.au

Office: +61-2-8345 5558

Mobile: + 61-4-1786 4255

Alternatively visit our website 

www.originenergy.com.au

and follow the prompts to the Investor Centre


