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INTRODUCTION

A The Distributor and the Generator agree to provide the Services to one another on the terms

and conditions set out in this agreement.

B. The Distributor and the Generator agree to purchase the Services from one another on the

terms and conditions set out in this agreement.

C. The Distributor and the Generator acknowledge that in addition to this agreement they are

separately bound by the Rules.

AGREEMENT

PART I - SERVICE COMMITMENTS

1. TERM OF AGREEMENT

1.1 Term: This agreement shall commence on the Commencement Date and, subject to clause 19,

terminate on XXX.

2. SERVICES
2.1 Distributor’s services and obligations: The Distributor will:
(a) use its best endeavours to maintain and operate its Network so as to provide the

Distribution Services in a manner that conforms with the Service Levels as specified
in schedule 1, relevant statutory requirements and in the absence of provisions in this
agreement, Good Industry Practice;

(b) comply with the Service Standards as specified in schedule 1;

(c) use its best endeavours to provide continuous conveyance of electricity but does not
guarantee conveyance of electricity that is free from defects and interruptions;

(d) provide a 24 hour, seven day a week, Unplanned Service Interruption diagnosis,
Network repair and information service;

(e) use its best endeavours to optimise the level of technical losses on its Network where
economically efficient to do so;

H provide any Additional Services as agreed and as set out in schedule 3 to this
agreement.

(2 allow the Generator to convey Electricity generated by the Generator at the
Generating Stations over the Network from the Injection Point to the Grid Exit Point,
on the terms and conditions contained in this Agreement.
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@
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(m)

provide the Distribution Services on the terms and conditions contained in this
Agreement.

declare Loss Factors from time to time.

ensure that the Distributor’'s equipment and facilities adequately protect the
Generator’s equipment, personnel, and other persons and their property, from
damage and injury.

if there is a capacity shortage caused by a difficulty in the availability of the Network
for the conveyance of Electricity over the Network to the Grid Exit Point or the
ability of the Grid to accept the Electricity at the Grid Exit Point, the Distributor shall
use all reasonable endeavours to ensure that the Generator may resume to convey all
Electricity generated by it over the Network and into the Grid as soon as possible on
a pro rata basis. In the meantime the Distributor will advise the Generator of the
quantity of Electricity (if any) that may be conveyed over the Network and into the
Grid pending resumption of the conveyance of all Electricity generated by the
Generator

enter into and to comply with the terms and conditions of any agreement entered
into between itself and Transpower required by Transpower for the injection of
Electricity into the Grid provided that the terms of such agreement are acceptable to
the Distributor.

where the Distributor proposes to enter into any agreement with Transpower or to
amend the terms of any existing agreement with Transpower after the
Commencement Date, then, to the extent that the new agreement or amended terms
will impose or vary obligations in relation to the distributed generation, the
Distributor will:

(i) give the Generator 10 Working Days Notice of the proposed terms;

(i) liaise with the Generator in relation to the proposed terms and allow the
Generator 10 Working Days in which to make submissions in relation to the
proposed terms

(iii) when negotiating and finalising the agreement or amended terms, consider
in good faith any written submissions made by the Generator (provided
they are received within the 10 Working Days referred to above); and

(iv) give the Generator Notice of the terms of any new or amended agreement.

22 Transmission Services: The Distributor will provide the Transmission Services as set out in
schedule 8.

23 Generator’s services and obligations: The Generator will:

(a)

use its best endeavours to provide services that conform with the Service Levels
specified in schedule 1;
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comply with the Service Guarantees and reporting obligations as specified in
schedule 1;

use its best endeavours to provide injection information in accordance with clauses 6
and 11;

work with the Distributor to identify and rectify the cause of abnormally high Losses
in accordance with clause 6;

provide any Additional Services as agreed and as set out in schedule 3 to this
agreement.

comply with the conditions of connection specified by the Distributor.

construct, interconnect, operate, test and maintain generating equipment in
accordance with reasonable and prudent operating practice, connection and
operation standards (where applicable), applicable manufacturer’s instructions and
recommendations, and the laws of New Zealand.

ensure that the Generator’s equipment and facilities adequately protect the
Distributor’s equipment, personnel, and other persons and their property, from
damage and injury.

not do any act or omit to do any act with the effect of damaging or destroying the
Network, or operate the Generator’s Equipment in such a manner as to cause
Network Instability.

not convey or receive or attempt to convey or receive any signals or other forms of
communication over the Network without the prior consent in writing of the
Distributor.

Give the Distributor reasonable Notice of its intention to increase the Generator’s
capacity to generate Electricity when:

(i) the generator intends to commission new generation plant, or

(ii) the generator intends to increase the generating capacity of one or more of
the Generating Station.

Such notice shall be in the form of a completed Distributed Generation Connection
Application (Generation Capacity Greater Than 10kW) form, available from the
Distributor’s website www.electricity.co.nz.

give the Distributor reasonable Notice of the intention to permanently decrease or
decommission any generating plant, except when the Generator suffers the
catastrophic failure of generating plant which is subsequently found to be uneconomic
to repair in which case the period of Notice will be waived. Provision of notice by the
Generator will not preclude recovery of connection charges by the Distributor.

be bound by the Network Connection Standards.

Aurora Use of System Agreement — Distributed Generation 6

1 December 2008



(m)

(0)

P

(@

(1)

®

(W)

)

(W)

(69)

provide for immediate disconnection of the Generator’s Equipment at the Injection
Point in co-ordination with Network protection equipment at the on set of a period of
Network instability.

ensure that the Generator’s Equipment is programmed to disconnect at the Injection
Point at loss of Grid Supply Reference.

where the Generator owns High Voltage Lines or Equipment, the Generator must
comply with the requirements of the Electricity Act 1992 relating to High Voltage Lines
and Equipment.

not operate new equipment at the Injection Point without the prior consent in writing
of the Distributor.

ensure that the Generator’s Equipment shall not cause the Power Factor to be leading
or less than 0.95 lagging.

ensure that none of the Generator’s Equipment produces harmonic currents or
voltages, which exceed the harmonic limitations of NZECP 36 at the Point of Injection.

upon request of the Distributor to operate the Generator’s Equipment islanded the
Generator shall operate Voltage and Frequency Control Equipment which maintains
the Islanded system voltage and frequency within the prescribed limits of the
Electricity Act and Regulations. Where a Retailer or incumbent Retailer has an
Electricity purchase arrangement with the Islanded Generator and a use of System
Agreement with the Distributor, the priorities for Electricity conveyance by the Retailer
or incumbent Retailer to islanded customers will be discussed with the Distributor.

ensure that the Metering Equipment continues to comply with Rules.

to provide to Transpower such information as and when Transpower requires in order
for Transpower to either comply with its obligations as the System Operator or operate
the Grid in accordance with the System Operator Security Policy.

comply with the Rules.

comply with all provisions relating to the distributed generation contained in any
contract between Transpower and the Distributor, as if those provisions were
incorporated into this Agreement, including but not limited to all provisions contained
in the default transmission agreement in force as at the date of this Agreement.

3. DISTRIBUTION SERVICES

3.1 Distribution Services: In providing the Distribution Services the Distributor shall:

(a)

design, construct, operate and maintain the Distribution Network in accordance with
all statutory requirements, and take into consideration the reasonable requirements
of the Generator
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32

33

34

4.1

5.1

5.2

53

(b) use its best endeavours to procure from Transpower all reasonable safeguards to
enable the Distributor to provide the Distribution Services to the degree specified by
this Agreement

(© use all reasonable endeavours to enable a continuous conveyance of electricity and to
maintain the Distribution Service Standards as defined in Schedule 1

Quality of Distribution Services: The quality of the Distribution Services provided by the
Distributor shall be determined at the Generator’s Point of Injection.

Distributor may accept or decline: The Distributor reserves the right to accept or decline any
request from the Generator:

(a) to upgrade its Distribution Services beyond the standards required by this
Agreement

(b) to extend its Distribution Network for the purpose of enabling the injection of
electricity by the Generator.

Unless otherwise agreed the Distributor shall convey its decision in writing to the Generator
on any such request and any additional considerations within 30 business days of receipt of
the Generator's written request.

Charges in the event of network extension: In the event the Distributor agrees to extend the
Distribution Network to enable injection of electricity by the Generator the Distributor shall
notify the Generator of any additional charges and their payment terms in respect of such

extension.

EQUAL ACCESS AND EVEN-HANDED TREATMENT

Equal access and even-handed treatment: Having regard to the relevant circumstances and
differences between generators, the Distributor will give all generators equal access to the
Services it offers in relation to its Network under this agreement, other than Additional
Services, and will treat all generators even-handedly.

SERVICE INTERRUPTIONS

General: The Distributor will make reasonable endeavours to ensure generation is not
interrupted.

Communications policies: The Distributor, in consultation with the Generator, shall develop
and maintain communication policies to give effect to this clause 5. The communications
policies are set out in schedule 4.

The Distributor may Publish Service Interruption information: The Distributor may Publish
or disclose to the media or any other person any information relating to any Service

Interruption.
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5.4 The Distributor may interrupt Distribution Services: The Distributor may interrupt the
Distribution Service, or curtail either the operation or output of the generation, or both, and
may temporarily disconnect the distributed generation:

(a) in accordance with the Distributors congestion management policies, if part of the
network is or may be congested; and

(b) if reasonably necessary for planned maintenance, construction, and repairs on the
distribution network; and

(© if reasonably necessary in the event of emergency or hazardous situation; and

(d) if the Generator fails to allow the Distributor access as required by clause 13; and

(e) To mitigate adverse operating effects including; an adverse affect on the services
provided to other distribution network customers, damage to the distribution
network or other facilities, or hazard to persons.

H to preserve and protect the proper working of the Distribution Network,
Transpower's Network or any other network through which the Distributor directly
or indirectly takes a supply of electricity; or

(2) in the event of an occurrence of Force Majeure.

5.5 Distributor to minimise inconvenience: Where the Distributor interrupts or proposes to
interrupt the connection service pursuant to clause 5.4, the Distributor shall make reasonable
endeavours to:

(a) give the Generator prior written notice of its intention to interrupt the conveyance of
electricity and seek agreement of the timing of the interruption to minimise
inconvenience to the Generator unless, in the reasonable opinion of the Distributor,
the interruption must be effected immediately for operational or safety reasons. The
notice will state the date, time, area affected and reasons for the interruption, and the
expected duration of the interruption

(b) if no prior notice is given, as soon as is practicable give to the Generator notice of the
area affected by and reasons for the interruption and its expected duration

(c) coordinate with the Generator to minimise the impact of the interruption

(d) to use all reasonable endeavours to minimise the period of interruption and resume
the conveyance of electricity as soon as reasonably practicable; and

(e) act in accordance reasonable and prudent operating practice.

5.6 Generator and Distributor to cooperate to affect restoration: The Generator and Distributor
must co-operate to restore the distribution network and the distributed generation to a normal
operating state as soon as is reasonably practicable following temporary disconnection.
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5.7

5.8

59

5.10

5.11

6.1

6.2

6.3

6.4

6.5

Certain Unplanned Service Interruptions exempt from Service Standard failure: The
Distributor shall be relieved of its obligations to meet the Service Standards when it effects Load
Shedding in order to comply with any request or instruction received from the System Operator
or, where communication with the System Operator has been lost, it effects Load Shedding in a
situation where, had communication with the System Operator been maintained, the Distributor
would have reasonably expected to have received an instruction to shed load.

Notification of Unplanned Service Interruptions: After the occurrence of an Unplanned
Service Interruption, the Distributor and Generator will comply with the relevant service
interruption communication policy as set out in schedule 4.

Distributor to restore Distribution Services as soon as practicable: For all Service
Interruptions, the Distributor shall use its best endeavours to restore the Distribution Services
as soon as practicable and:

(a) for Unplanned Service Interruptions, within the timeframes set out in schedule 1;
and

(b) for Planned Service Interruptions, within the timeframe set out in the notice for
Planned Service Interruptions.

Generator must advise planned outages: The Generator must notify the Distributor of any
planned outages and must make reasonable endeavours to advise the Distributor of any event
that affects network operations.

Generator to minimise outage impact: The Generator must make reasonable endeavours to
notify the Distributor of the interruption and co-ordinate with the Distributor to minimise the
impact of the interruption.

LOSSES AND LOSS FACTORS

Distributor to declare loss factors: The Distributor will declare Loss Factors no less than 7
days prior to their implementation.

Generator to provide information to enable calculation of Loss Factors by the Distributor:
The Generator shall provide the Distributor with any additional information the Distributor
may reasonably require to enable it to calculate Loss Factors.

Calculation and notification of Loss Factors: Subject to clause 6.5, the Distributor shall
review Loss Factors in accordance with the Rules. If any change of Loss Factors is proposed,
the Distributor will notify the Generator of the new Loss Factors.

Transparent Loss Factors methodology: Any notice provided to the Generator in accordance
with clause 6.3 will contain details of the methodology and information used by the
Distributor to determine the Loss Factors.

Disputes over Loss Factors: If, at any time, the Generator considers that the Loss Factors
notified by the Distributor are not appropriate, or considers the methodology or information
used to calculate those Loss Factors is incorrect, the Generator may make a written complaint

Aurora Use of System Agreement — Distributed Generation 10

1 December 2008



7.1

7.2

1.3

8.1

8.2

to the Distributor. The Distributor will consider the complaint in good faith within 20
Working Days and may change the Loss Factors declared in its notice accordingly. If the
Distributor fails to change its notice, the Generator may refer the matter to the dispute
resolution process set out in clause 23. In the event that the outcome of dispute resolution is to
change the Loss Factors declared in the Distributor's notice, and such change leads to a change
in the level of revenue received by the Distributor, the Distributor reserves the right to
determine the time from which that change is to apply, provided that the time of application
does not exceed 40 Working Days from the date on which the Dispute is finally resolved.

SERVICE PERFORMANCE REPORTING

Distributor to report on performance relative to Service Levels: The Distributor will report
annually to the Generator on its performance relative to Service Levels in accordance with the
reporting measures and frequency of reporting as set out in schedule 1.

Contents of performance report: Each year the Distributor will prepare an annual
performance report (“Annual Performance Report”). This will:

(a) compare actual service performance to the target Service Levels and the service
performance reporting measures for each applicable Service Standard;

(b) explain the reasons for any significant under-performance, and explain what actions
the Distributor will undertake to rectify that under-performance; and

(©) in the event that the Distributor claims it was unable to meet the Service Standards
due to a Force Majeure Event as provided for in clause 21, give a full account of the
nature of the Force Majeure Event(s) and the impact of such event(s) on the
Distributor's performance in relation to the Service Standards.

The Generator may request additional reports: The Generator may request the Distributor to
provide additional performance reports, including reports containing information in addition
to that specified in clause 7.2 or more frequent reports containing the same information. The
Distributor shall comply with such requests if it is reasonably able to do so. The Distributor
may charge the Generator for the costs reasonably incurred in preparing and supplying such
additional reports, provided that, if an additional report is requested due to a suspected
failure by the Distributor to meet a Service Standard which has not been reported in
accordance with clause 7.2, and the additional report demonstrates that such failure existed,
no charge may be levied.

ASSET MANAGEMENT PLAN

Asset management plan to include: An asset management plan (“Asset Management Plan”)
is prepared and published in accordance with Clause 7 of the Electricity Information
Disclosure Requirements 2008.

Distributor to engage with the Generator: The Distributor will engage with the Generator
during the preparation of the Asset Management Plan.
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9.1

9.2

9.3

94

9.5

9.6

9.7

PROCESS FOR MATERIAL CHANGES TO DISTRIBUTION SERVICES

Process not required: The process set out in clause 9 shall not apply for changes to
Distribution Services where:

(a) the service change will have an immaterial affect on the Generator; or

(b) where the Distributor has agreed the proposed service change directly with the
Generator and has engaged with affected parties in accordance with clause 9.4.

Proposal for service change: The Distributor or Generator may propose a change to the
Distribution Services in writing ("Proposer").

The Distributor will provide information relevant to the proposal: Upon receiving or
initiating a service change proposal, the Distributor will provide the following information in
writing to the Generator:

(a) The Distributor will evaluate the proposal: the Distributor will provide an estimate
of the overall costs of the proposed service change, confirm any effects on other
Distribution Services and an estimation of any benefits; and

(b) The Distributor will notify pricing information: the Distributor will identify the
implications of the proposal on the charges payable by the Generator for the Services,
and confirm that the pricing information is consistent with the pricing methodology
the Distributor uses for setting current charges.

Informing parties affected by the service change proposal: Where the evaluation under
9.3(a) indicates the proposal is viable, then the Distributor will engage with the Generator and
affected parties in a manner that is meaningful to them and is likely to reveal the actual degree
and distribution of support for the proposed service change, and invite submissions on the
proposal.

Publication of submissions on service change proposal: The Distributor will Publish:
(a) all submissions or feedback received under clause 9.4; and

(b) sufficient information to demonstrate the degree and distribution of support for the
proposal.

Recovery of Distributor's costs where Distributor is not the Proposer: When the Distributor
is not the Proposer, the Distributor may recover all reasonable costs incurred complying with
clauses 9.3, 9.4 and 9.5 from the Proposer subject to informing the Proposer of the likely costs
in advance.

Decision to change Distribution Services: After receiving submissions in accordance with
clause 9.4, the Distributor will, at its sole discretion, reach a decision as to whether to
implement the proposed service change. In reaching its decision, the Distributor will
consider:
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9.8

(a) whether the service change would provide net public benefits to the economy as a

whole;
(b) the potential for other approaches to provide greater net public benefits; and
(© any other matters that it considers relevant to assessing whether to implement the

service change proposal.

Publish the decision: Upon reaching its decision as to whether to implement a service change
proposal, the Distributor shall:

(a) notify the Generator and any affected party that has made a submission or a proposal
in accordance with clause 9.4 in writing of its decision and explain the reasons for the
decision; and

(b) Publish the decision reached and the reasons for that decision.

PART II - PAYMENT OBLIGATIONS

10. PROCESS FOR SETTING AND APPLYING PRICES

10.1 Price Adjustment: The Distributor may alter a price for Distribution Services no more than
once in any period of 12 consecutive months except where the proposed change is a material
increase and results from a change in:

(a) local authority rates; or

(b) charges for Transmission Services, and the increase occurs other than in accordance
with any scheduled price review previously notified by the Transmission Provider;
or

() a change in Distribution Services, and the process set out in clause 9 has been
complied with; or

(d) a legal requirement.

Nothing in this clause 10.1 prevents a price decrease or a price change if agreed by the

Generator.

10.2 Process to change pricing methodology: When the Distributor contemplates a change to its
pricing methodology which may result in a change to pricing structure and charges, the
following process shall be followed:

(a) Adpvise the proposal: the Distributor will publish its proposed changes and rationale
and invite the Generator to provide written comments within 20 Working Days of
such publication;
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10.3

11.

11.2

11.3

(b) Publish submissions and responses: At any time following the last day on which
submissions may be made, the Distributor will publish a summary of any
submissions received and its response to them;

(© Consider certain matters: The Distributor will develop its final pricing methodology
and prices, and in doing so it shall:

) ensure its decisions are consistent with the pricing principles of the
Electricity Governance (Connection of Distributed Generation) Regulations
1997 and with clause 4.1; and

(i) consider in good faith all matters relevant and available to it in developing
its views, including the submissions and information made available during
the process set out in this clause;

(d) Disclose pricing methodology: upon developing the final methodology, the
Distributor will publish its final pricing methodology and prices and reasons for its
decisions.

(e) Notice of price adjustment: The Distributor will give the Generator written notice of

any price adjustment at least 60 days prior to the adjustment taking effect.

Pricing methodology and prices cannot be disputed: Once the price methodology and prices
are finalised and notified in accordance with clauses 10.2 the pricing methodology and prices
can not be challenged except on the grounds of clause 4.1. Where a dispute is raised under
clause 4.1, the Generator will continue to pay invoices until the dispute is resolved.

BILLING AND PAYMENT

Generator to provide injection information: The Generator will provide to the Distributor
within 7 Working Days of the end of the month all information the Distributor may
reasonably require to enable it to calculate its invoice for Services. Where injection
information is used in the calculation of charges, the information shall be provided using the
appropriate Information Exchange Protocol.

Charges, invoices and due date for payment: Invoices for Services shall be based on the
schedule of prices set out in schedules 5 and 6, and shall be sent to the respective Parties
within 10 Working Days of the end of the month to which the invoice relates. At the same
time each Party shall provide sufficient detail information, using the appropriate Information
Exchange Protocol, to enable the other Party to verify the accuracy of the invoice. The
settlement date for the invoice shall be the 20t day of the month in which the invoice is
received. However if any Party fails to send an invoice to the other Party by the 10th Working
Day then the due date for payment will be extended by 1 Working Day for each Working Day
that the invoice is late.

Wash-ups: Where complete and accurate injection information, or adjusted reconciliation
information (where applicable to the pricing methodology) is provided after the 7th Working
Day or corrected injection information and/or reconciliation information to replace the earlier
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information used for invoicing is provided, the appropriate Party will provide an invoice for
the wash-up amount for settlement plus a Use of Money Adjustment in the next monthly
billing cycle. The settlement date for the wash-up amount will be 6 Working Days from the
wash-up invoice date. Unless the charging methodology states otherwise or it is agreed
otherwise, no wash-up will occur more than 24 months after the original invoice date.

114 Interest on late payment: Subject to clause 11.5, the Generator or the Distributor, as
appropriate, will pay any invoice issued under clauses 11.1 or 11.3. Where any part of an
invoice that is not the subject of a Manifest Error is not paid by the due date, Default Interest
may be charged.

115 Disputed invoices: If any party disputes an invoice issued under clauses 11.1 or 11.3, the
disputing party shall notify the receiving party in writing and provide details as to the reasons
why the disputing party disputes that invoice within 12 months of the date of supply of the
Services ("Invoice Dispute"). On receiving the Invoice Dispute notice, the receiving party
shall:

(a) where the receiving party agrees with the matters set out in the Invoice Dispute
notice and:

(1) the Generator or the Distributor, as appropriate, has not paid the disputed
invoice, promptly issue a new invoice and the relevant party will pay the
new invoice within 6 Working Days of receiving it, but need not pay prior
to the time set out in clause 11.1 or 11.3; or

(ii) the Generator or the Distributor, as appropriate, has paid the disputed
invoice, calculate the amount that the relevant party has over or under paid
and promptly issue an invoice to the disputing party for the over or under
paid amount, as appropriate, and that invoice plus any Default Interest is to
be settled within 6 Working Days of the invoice for the over or under paid
amount. The Default Interest will apply for the period commencing on the
date the original invoice was due for settlement under clauses 11.1 or 11.3
and ending when payment is made, but the amount need not be settled
prior to the time set out in clauses 11.1 or 11.3; or

(b) where the receiving party disagrees with the matters set out in the Invoice Dispute
notice, the matter will be referred to dispute resolution in accordance with clause 23
and if the Generator or the Distributor, as appropriate, has not paid the disputed
invoice, it will pay the undisputed amount of the disputed invoice issued in
accordance with clauses 11.1 or 11.3; and

(c) upon the resolution of any Invoice Dispute under clause 11.5(b), the party which is
found to have an outstanding amount will pay that amount within 6 Working Days,
plus Default Interest to the other party. The Default Interest will apply for the period
commencing on the date the disputed amount would have been due for payment
under clauses 11.1 or 11.3, and ending when payment is made.

11.6 Incorrect invoices: If it shall be found at any time that a party has been overcharged or
undercharged and a party shall actually have paid the invoices containing such overcharge or
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undercharge, then within 20 Working Days after such error has been discovered and the
amount has been agreed to between the parties or determined pursuant to clause 23, the party
which has been overpaid shall refund to the other party the amount of any such overcharge or
the party which has been underpaid shall pay to the other party the amount of any such
undercharge in both cases together with a Use of Money Adjustment on the overcharged or
undercharged amount, provided that there shall be no right to re-open invoices if more than
18 months has elapsed since the date of the invoice.

12. PRUDENTIAL REQUIREMENTS

12.1 Generator must satisfy prudential requirements: The Distributor may, as a condition of
entering into this Agreement or otherwise at any time on giving 14 days written notice to the
Generator, require the Generator to comply at its election with one of the following prudential
requirements to secure payment of the Charges by the Generator. Such prudential
requirements shall not be required during any period that the Avoided Transmission Charges
are not less than the Charges.

(a) Hold an acceptable credit rating: hold an acceptable credit rating in accordance
with clause 12.2; or

(b) Third party security: arrange for a third party to provide one or a combination of
the following securities, for the amount required in accordance with this clause 12,
provided the party providing the security maintains an acceptable credit rating in
accordance with clause 12.3;

(6)) Guarantee or letter of credit: an unconditional guarantee or letter of credit
in favour of the Distributor; or

(ii) Third party guarantee: an unconditional third party guarantee in favour of
the Distributor; or

(iii) Bond: a security bond in favour of the Distributor;

12.2 Acceptable credit rating: For the purposes of clause 12.1(a), an acceptable credit rating means
that the Generator must carry a long-term credit rating:

(a) of at least Baa2 (Moody's Investor Services Inc.), BBB (Standard & Poors Ratings
Group), B (AM Best), or an equivalent rating from any other reputable rating agency
which is acceptable to the Distributor; and

(b) if the Generator has the minimum acceptable credit rating, this rating is not subject to
negative credit watch.

12.3 Acceptable credit rating: For the purposes of clause 12.1(b), an acceptable credit rating means
that the third party security provider must carry a long-term credit rating:

() of at least A2 (Moody's Investor Services Inc.), A (Standard & Poors Ratings Group),
B++ (AM Best), or an equivalent rating from any other reputable rating agency which
is acceptable to the Distributor; and
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12.4

12.5

12.6

12.7

12.8

12.9

(b) if the third party security provider has the minimum acceptable credit rating, this
rating is not subject to negative credit watch.

Evidence of acceptable credit rating: The Generator, or third party security provider (as the
case may be) will provide such evidence of the acceptable credit rating (as set out in clause
12.2 or 12.3), as the Distributor or its agent may from time to time reasonably require.

Maintenance of acceptable credit rating: Where the Distributor has not required any
particular form of security due to the Generator having an acceptable credit rating as defined
in clause 12.2 on the Commencement Date, the Generator must at all times maintain an
acceptable credit rating.

Level of security: Where the Generator elects to have a third party provide a guarantee, letter
of credit or bond to satisfy the prudential requirements in clause 12.1, the maximum amount
which may be payable pursuant to the guarantee, letter of credit or bond is the Distributor's
reasonable estimate of the charges for 2 months (GST inclusive) payable by the Generator to
the Distributor under this agreement.

Distributor to calculate new Generator's level of security: If the Generator has not
previously entered into a contract with the Distributor for access to the Network, the
Distributor will calculate the requisite level of security required pursuant to clause 12.6 for the
first 6 months, subject to any reassessment of the security level pursuant to this agreement
having regard to a bona fide business plan prepared in good faith to permit a realistic estimate
of the Generator's level of security as defined in clause 12.6:

Distributor may review security level: At any time, the Distributor may review or the
Generator may require the Distributor to review and if appropriate change, the level of
security required to be held by the Generator in accordance with clause 12.6, or if no security
has been provided by the Generator due to the Generator having an acceptable credit rating in
accordance with clause 12.2 and the Generator has failed to maintain an acceptable credit
rating under clause 12.2, the Distributor may require the Generator to provide additional
security in accordance with this clause 12. Where either party has by written notice required
the other to review the level of security, the other party must make any appropriate changes to
that level within 20 Working Days of receiving the notice.

Generator to notify Distributor of changes affecting security: The Generator is to
immediately notify the Distributor should any of the following occur:

(a) the Generator gives a notice (in accordance with rules 4.2 or 4.4 of Part H of the
Rules) of a change to its security status; or

(b) the Generator reasonably believes that its financial position is likely to be materially
adversely impaired such that its ability to purchase Services will be consequently
affected; or

(© the Generator learns that a third party security provider (upon which its current
satisfaction of the prudential requirements in this clause 12 is dependent) no longer
holds an acceptable credit rating in terms of clause 12.3.
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Any information provided by the Generator to the Distributor under this clause shall be
Confidential Information.

12.10  Distributor may make enquiries: Where the Distributor has reason to believe that the
Generator should have given notice under clauses 12.9(a) to (c) and the Distributor has not
received a copy of any such notice, the Distributor may enquire of the Generator as to whether
it should have given such notice. Any such enquiry shall be in writing and be addressed to
the Chief Executive of the Generator. If such notice should have been given, the Generator
shall give notice immediately, or if no notice is required, the Generator must respond to the
Distributor in writing within 2 Working Days of receipt of the Distributor’s notice under this
clause 12.10. Correspondence sent or received by either party under this clause shall be
Confidential Information.

12.11  Change in the level or type of security: If the Distributor:

(a) following a review of the Generator's security level pursuant to clause 12.8; or
(b) on receipt of information contemplated by clauses 12.9 or 12.10; or
(c) as the result of a failure by the Generator to respond to a request in terms of clause

12.10 within the timeframe set out above,

considers on reasonable grounds that the level of security should, subject to clause 12.6, be
increased or decreased or that reliance on an acceptable credit rating is no longer sufficient
security, the Distributor will immediately notify the Generator of its decision and the grounds
for that decision. For the avoidance of doubt, failure by a Generator to respond to a request
made under clause 12.10 within the required timeframe shall constitute reasonable grounds
for a Distributor to, subject to clause 12.6, alter the security required to be provided by the
Generator.

12.12  Distributor or Generator to effect changes in level or type of security: The Distributor or the
Generator, as appropriate, will take all actions necessary to satisfy the requirement for the
increase or decrease in the level of security or change in type of security notified by the
Distributor, within 5 Working Days of notification under clause 12.11. Reductions of
guarantees, letters of credit and bonds will be made in accordance with clause 12.13.

12.13  Reduction of guarantees etc: If the Distributor decreases the level of a guarantee, letter of
credit or bond in accordance with this agreement, the Generator may arrange for the issuing of
a guarantee, letter of credit or bond as the case may be, for the lesser amount in satisfaction of
clause 12.1(b) which will replace the earlier guarantee, letter of credit or bond.

12.14  Change of security by Generator: If the Generator elects to substitute a form of security or a
combination of securities (which, in either case, would satisfy the requirements of clause 12.1)
for the existing form of security or combination of securities, provided in accordance with this
clause 12, then the Generator will notify the Distributor of its intention at least 2 Working
Days prior to the change occurring and such change will come into effect on the intended date
provided the Generator has complied with all its obligations under this agreement, and upon
confirmation, satisfactory to the Distributor, that an alternative suitable form of security has
been provided which satisfies the requirements of clause 12.1. Any release or replacement of a
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guarantee, letter of credit or bond provided in accordance with clause 12.1, that results from
such a change will take place in accordance with clause 12.13.

12.15  Calls on security and deemed change of security: If the Generator fails to pay an amount
pursuant to this agreement which is not subject to a genuine dispute, the Distributor may on 2
Working Days notice to the Generator call on the provider of a guarantee, letter of credit or
bond to make payment in accordance with the guarantee, letter of credit or 