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Dear Chris,
Performance Incentive Scheme Report for 2009 Calendar Year

Herewith | submit ElectraNet's annual Service Targets Performance
Incentive Scheme (STPIS) report for the 2009 calendar year, which has
been prepared in accordance with the applicable guidelines and revenue
determination.

Clause 3.3(d) of the First Proposed Service Target Performance Incentive
Scheme of January 2007 dictates that the timetable for the annual review
will be decided on an annual basis by agreement between the AER and the
relevant TNSP and will have due regard to the scheme and the TNSP’s
pricing obligations under the National Electricity Rules (the Rules).

ElectraNet agrees to the timetable proposed by the AER in its letter of 7
January 2010.

ElectraNet is required to report actual performance for the period 1 January
to 31 December 2009 against the performance measures determined by the
AER in ElectraNet’s revenue cap decision 2008-2013 and to provide:

e A list of events that ElectraNet believes should be excluded from the
performance measures for the period, and for each event a
description of the event and its impact, quantification of the impact
and the reasons for the exclusion request; and

e« The calculation of the financial incentive as per the revenue cap
decision applying to the period.

The STPIS is based on service standard measures that are common to all
TNSPs. However, the ACCC recognised in its November 2003 decision on
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service standards that there must be flexibility in how these performance measures are
implemented for each TNSP. In particular, the importance of measuring performance
consistently over time was emphasised. The STPIS is based on the assumption that
performance measurement will be consistent with the way in which historical performance
was derived for target setting.

Exclusion of Force Majeure Events

There are no force majeure events claimed during the period.

Exclusion of Events consistent with Definitions

In 2004 ElectraNet applied for the exclusion of major line outages for the rebuilding of the
Para - Waterloo 132kV transmission line. The ACCC’s auditor Sinclair Knight Merz (SKM)
recommended that the ACCC accept ElectraNet's exclusion as it was consistent with the
definitions used for target setting for the STPIS. However, the ACCC decided that, as the
work was included in the revenue cap it should not be excluded from the performance
incentive, but that it would be appropriate that the time associated with the event be
capped at 14 days in aggregate in calculating ElectraNet’s transmission circuit availability
figure. The AER subsequently applied the same aggregate 14 day cap to outages
associated with the Mannum — Mobilong 132 kV transmission line rebuild and the Le Fevre
Substation extension in the 2005 performance review and the Angas Creek — Mannum 132
kV transmission line rebuild in the 2006 performance review. This cap is incorporated in
the STPIS that applied to ElectraNet from 1 July 2008.

There are no 14 day capped exclusions claimed during the period.

In 2009 ElectraNet sought to exclude a number of access related outages requested by
third parties to facilitate road widening and high vehicle transport that occurred in the 2008
calendar year. ElectraNet maintained that these outages where clearly of a third party
nature and satisfied the exclusion requirement in the definitions. The auditor, Parsons
Brinckerhoff (PB), maintained that these outages did not satisfy the definition as the third
party concerned was not a customer of ElectraNet subject to a transmission connection
agreement (TCA). The AER subsequently granted these exclusions and stated that such
outages would be assessed on a case by case basis in the future.

During the 2009 calendar year a number of transmission line outages were required to
connect new customers to the transmission network. These works were:

¢ Required solely due to the obligations under clauses 5.2.3.(d)(1) and 6A.1.3 of the
Rules and clause 4 of the Electricity Transmission Licence for ElectraNet to grant
access to third parties to the transmission network;

e Conducted in accordance with TCA's between the customers and ElectraNet which
were established following a customer access request;

o Minimised and coordinated in accordance with clauses 3.2 and 3.3 of the Electricity
Transmission Code so as to reduce any consequent transmission service
interruptions or restrictions.

These third party requested outages, which are excluded under the definitions, are listed in
the attached templates.

The attachment lists all outages which are excluded by definition from the parameters and
which the AER has nonetheless required us to report and request exclusions for.
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Calculation of Incentive

ElectraNet's actual performance is shown in the attached AER Proforma (Attachment 1)
that summarises actual performance against each performance measure, including
calculation of the S factors and the applicable revenue bonus/ penalty for the 2009
calendar year.

We note that the AER template reflects the outcome of the ElectraNet merits review and
the additional revenue arising from the Adelaide Central Reinforcement contingent project.

Calculations are presented with and without exclusions as required by the guideline and
consistent with previous discussions with your officers.

Audit of Performance

Full access to all relevant systems and reports will be made available to the auditor.

Please do not hesitate to contact Bill Jackson on (08) 8404 7969 should you require
clarification of any of the information provided in this report.

Yours sincerely,
A7
Q(’j '.9’-/

Rainer Korte
EXECUTIVE MANAGER REGULATION AND CORPORATE SERVICES
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ATTACHMENT 1 — AER PROFORMA FOR CALCULATION OF S FACTOR AND INCENTIVE
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