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PART1 OBJECTIVES OF THE CORPORATION

Eraring Energy was formed as a State Owned Corporation (SOC) on 2nd August 2000, following the
restructure of Pacific Power and the transfer by Ministerial Order of the assets, rights and liabilities
associated with the generation business.

Eraring Energy’s objective is to be commercially successful in the National Electricity Market and to
maximise value from its assets in the form of financial returns to the Shareholder. Eraring Energy seeks
to achieve industry leadership in Trading risk management; plant asset management; and staif
development and safety.

This paper has been prepared on a business as usual basis and takes no account of the NSW
Government’s recently announced Energy Reform proposal, in accordance with Treasury’s guidelines.

PART 2 NATURE AND SCOPE OF ACTIVITY

Eraring Energy is engaged in the production and competitive trading of electricity in the National
Electricity Market produced from a portfolio of coal fired, hydro and wind generation assets, with
capacity totalling 3,082 MW throughout New South Wales.
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Figure 1: Eraring Energy Generation Portfolio (at 28/2/09)

Generating Asset _ UnitSize  Capacity FuelSource
Eraring Power Station 4 x 660 MW ‘2,640 MW  Black Coal

Eraring Power Station — Gas Turbine 1 x40 MW 40 MW Diesel

Keepit Power Station 1x6 MW 6 MW Hydro

Warragamba Power Station 1 x50 MW 50 MW Hydro

Shoalhaven Scheme — Bendeela Station 2 x 40 MW 80 MW Hydro (Pumped Storage)
Shoalhaven Scheme - Kangaroo Valley Station 2 x 80 MW 160 MW Hydro (Pumped Storage)
Burrinjuck Power Station 2x6 + 28 MW Hydro

| 1x 16 MW
Brown Mountain Power Station 1x4.2+ 5 MW Hydro
1x0.75 MW
Hume Power Station 2x29 MW 58 MW Hydro
Crookwell Wind Farm 8 x 0.6 MW 5 MW Wind

Blayney Wind Farm 15 x 0.66 MW 10 MW Wind
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PART 3

STRATEGIC DIRECTION (OVERVIEW)

Eraring Energy’s strategic direction is captured in its vision statement:

By developing and involving our people, Eraring Energy will be a leader in the changing energy
environment.

Eraring will achieve this leadership position by focussing on the following strategic areas:

Health and Safety - Staff, Contractor and Visitor Safety has been, and will continue to be, a
primary focus of the organisation. Initiatives include a Behavioural Safety program, improved
safety risk assessment practices; Safety Committees continuing to strengthen safety
management systems and by improving effectiveness through networking opportunities and
benchmarking.

People Development and Involvement - Eraring Energy focuses on the four key areas of
shaping our cuiture; developing our people; rewarding and recognising our people; and
workforce planning for the future to support achievement of our vision. An integrated
succession plan has been implemented to address the expected loss of staff, predominantly
in the power station operations area, over the next 10 year. -

Positive and Productive Stakeholder Relationships - Eraring Energy will proactivelyC=-'

-engage key stakeholders in supporting the achievement of business aims, particularly in the

area of business development; licence to operate; changes to regulatory policy; and meeting
Shareholders’ expectations.

Greenhouse Response - In response to ongoing community, Government and regulatory

_debate, Eraring Energy has committed to taking a leadership role in reducing Greenhouse

gases; operating and trading its existing renewable assets to maximum benefit; and preparing
for the introduction of the Carbon Pollution Reduction Scheme (CPRS).

Environmental Excellence - Eraring Energy seeks to achieve environmental leadership
through Environmental Excellence strategies. Eraring Energy will take a proactive and
leading position on practical management and reduction of impact on the environment.

The Board and Management of Eraring Energy believe that the organisation has the capacity to
achieve the goals and meet the financial and performance targets set in its business plan.

Eraring Energy’s Business Plan analyses the current operating environment for the business and the
industry and establishes strategies to fuffil its strategic direction. The business plan focuses on the
following areas:

‘. Outlook for external/internal operating environment;

. Justification of key strategic initiatives;

. Nature and extent of business risk; and

. Financial projections.

PART 4 FINANCIAL PERFORMANCE TARGETS

12009/10  2010/11 2011112

_ SCI Budget Budget
EBIT $M 124.6 213.2 249.0
Underlying Net Profit before Tax $M 141.9 145.3 176.5
Target Dividend ' $M 96.7 99.3 121.5
Return on Assets % 10.1% 10.4% 11.9%
Return on Equity % 16.9% 17.6% 21.1%

All figures and ratios exclude AASB138 fair value profit movements.













