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N NEGOTIATED CONNECTION AGREEMENT
: (FOR CONNECTION TO A DISTRIBUTION NETWORK)

, THIS AGREEMENT is made on the date specified inTtem 1 of Schedule 1

BETWEEN: Mackay Electricity Corporation Limited ACN 078 848 889 trading as
i “MEB"” of P O Box 259, Mackay, Queensland ("the Distributor")

AND:  The Eatity Specified In Item 3 of Schedule ! ("the Customer™)
BACKGROUND
. This Agreement records the amangements betwsen the Distributor and the
IL Customer in relation to the provision by the Distributor to the Customer of
Customer Connection Services in respect of the Facility.

F IT IS AGREED:

1. TERM AND TERMINATION
1) 11  Initial Term

Subject to clauses 1.2, 1.3(a) and 13.4, this Agreement commences on the Effective
Date and continues for the term specified in Ttem 7 of Schedule 1 (the Initial Term).

12  Termination

13 Further Agreement
. (&  Upon expiration of the Initial Term specified in Tiem 7 of Schedule 1,

this Agreement will automatically renew for the further term referred”
to in Clause 1.3(b)(i), unless prior to the date of expiration of the Initia]

Term or within twelve months thereafter, the Customer gives written

boadte,

is the later. Where such date of fermination is after the expiration of
the Initis]l Term the Charges payable until fermination shall be
calculated in accordance with Clause 1.3(b)(ii).
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(b)  The terms of that further agreement are to be:

@) aﬁnthcrtennoflSyegrsorasmaybemuMaHyagreed;

()  Charges payable will be based on the then current comection
charges (with no regard to the capital and interest repayment of
the connection asset with the intention that the Charges will
enable the Distributor to recover depreciation (based on straight
Iine depreciation over 35 years), operating and
maintenance ¢osts only); and

(i) otherwise identical to the terms of this Agreement,

The Distributor will provide Customer Connection Services for the Facility
during any further term in accordance with Clause 2.1.

2, CUSTOMER CONNECTION SERVICES
2.1  Provision of Services by the Distributor

From the Effective Date, the Distributor must provide Customer Connection

Services to the Customer using the Distributor's distribution network at the
Connection Point:-

(a) to allow the supply of electricity, as reduced by any electrical logses,
- from the Transmission Network Cormection Point via the Distributor's
distribution network to the Facility up to the Authorized Demand; and -

(b) to permit the taking of electricity by the Customer to service the
requirements of the Facility, up to the Authorised Demand,

in accordance with the terms of this Agreement, the Code and the Electricity
Act.

22 Acceptance of Services by the Customer
(@  The Customer will:-

()  accept from the Distributor the services mentioned in Clanse
2.1; and

(i) take electricity at the Connection Point up to but not beyond the
. Authorised Demand,;

inaooordmcaw&ﬂlthetmofthis Agreement, the Code and the
Electricity Act,

(b) - The Customer's obligations under this Agresment ars not affected by
the coniinued existence, varistion or termination of any other
agreement including any agreement between the Custormer and the
Retailer,
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; (c)  The Customer warrents that at the Effective Date it is lewfully entitled:

()  under customer sale contracts with one or miore retailers; or

(i) through transactions in the spot market,

to be sold electricity in quantities that are, at least, sufficient to enable

the Distributor to comply with its obligations or exercise its' rights

under this Agreement. The Customer is aware of no reason why this

ghould not remain the cage throughout the Term of the agreement.

(d  Nothing in this Agreement affects the right of the Distributor to
i exercise any of its rights against the Retailer, save that the Distributor
i must nevertheless comply with its obligations to the Customer.

B 3 SCOPE OF CONNECTION AND TECHNICAL SPECIFICATIONS
31  Connection Requirements Applicable to the Customer

i) TheCustomermustmsmthat,atallﬁmesdmingtheTem,theFacility
complies with the Facility Connection Requirements.

3.2 Facility Technical Specifications

Unless otherwise égread the Customer must ensure that, at all times during the
Term, the Facility complies with, and is operated in accordance with, the
Facility Technical Data. -

33  Compliance Testing

At any time, after giving reasonable notice, the Distributor may inspect and,
where necessary, test the Facility to satisfy itsclf that the Facility is acceptable
for connection and complies in all respects with the requirements of this
Agreement, the Code and all relevant Australian Standards,

34  Non-complance
()  If at any time during the Term in the Distributor’s opinion:-
@ there is a Facility Deficiency; and

()  that Facility Deficiency could have or is having a material
adverse effect on the Connection Point or the Distributor's
distribution network to which it is connected, if the Facility
continued to be connected to the Connection Point;

i then(Othﬂrﬁlaninthecasegfanemcrgancy) the Distributor must give
the Customer a notice specifying the nature of the Facility Deficiency
and a reasonable period (having regard to the nature of the Facility
Deficiency and the possible effect of the Facility Deficiency) in which
to rectify the Facility Deficiency,

e
P
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If the Customer fails to temedy the Facility Deficiency to the
satisfaction of the Distyj Wi?hinmeﬁmcmeciﬁedinthal“acﬂiw
DeﬁcimcyNoﬁceorinﬂucasaoianmergmcyremedmﬂm
Facility Deficiency, the Distributor may disconnect the Facility from
the Distributor’s distribution network,

System of Supply

(2)

®

©)

Electricity delivered at the Connection Point will be provided from g
three phase system, '

Subject to the electrical characteristics of electricity which is supplied
to the Dismfbut?r's distribytion network from the Transmission

6] &t a nominal voltage as specified in Item 8(2) of Schedule 1;
and

-

()  within a range of voltage as specified in Item 8(b) of Schedule
1,

The Distributor must use jts best endeavours to exercise its rights and
enforce the obligations of Powerlink owed to the Distributor under the
Code.

Distributor Qnality Standards

@

)

©

The Distributor must Operate and manage its distribution network so
that the relisbility and quality of supply requirements for the
distribution network at the Connection Point are in accordance with the
Code and other applicable laws,

counection of the Facility doeg not include duplication of equipment
and that a Credible Contingency Event may cause loas of thie capability
to supply and accept electricity at the Connection Point,
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4.3

Other Customers

The Distributor may provide Customer Connection Services to any other
person using the Distributor’s distribution network , including those parts nsed
to connect or supply the Customer provided that:

(8  when submitting information in support of the charges o the
Jurisdictional Regulator, the Distributor includes an appropriate
recognition for the use of the those parts of its distribution network
which are used exclusively for supply of electricity to the Customer ;
and

(b)  the supply does not adversely affect the Customer’s use of any part of
the Authorised Demand or the supply of electricity to the Connection
Point; and

(c)  the Customer will not suffer loss or damage as a result of the provision
of Customer Connection Services to any other person by connecting
the other person to the distribution aetwork as long as the Customer is
complying with the provisions of this Agreement, all relevant
provisions of the Electricity Act, the Code and other applicable laws. °

It is provided however that if at any time it is proposed to provide Customer
Comnection Services to any person other than the Customer using those parts
of the Distributor’s distribution network used to comnect or supply the
Customer, the Distributor shall first notify the Customer of such proposal, If
within 21 days of such notification the Customer advises that it will utilise that
part of the capacity of the relevant part or parts of the distribution network
proposed to be used in respect of the proposal relating to the other person then
the Distributor will not enter iato the proposed arrangement with that other

_person,

AUTHORISED DEMAND AND AUTHORISED LOAD SWING

5.1

Authorised Demand

(@)  Subject to any variation of the Authorised Demand made under this
Clause 5, the Authorised Demsnd is the capacity specified in Item 9 of
Schedule 1.

(b)  The Distributor is not obliged to make supply available to a capacity
greater than the Authorised Demand + 10%,

\\MM\M\M\M\AM\M - Agresments\ Hayman « Bankers Trust DOC
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5.2  Variation of Authorised Demand by Customer

@

®)

{©

LY

O]

The Customer may by noﬁcetot_hleDistributorrequestanincreauin
the Authorised Demand.

Thepnﬁeswiﬂthennﬁgoﬁateingoodﬁithastothecondiﬁonsundu
whichtheincreasemayoccurandwhenitmay oceur.

A Customer may not;

@) . serve a Notice of Requested Increased Demand miore than once
in any period of twelve calendar months; or s

(i)  withdraw a Notics of Requested Increased Demand.
the Customner may Tequest a reduction of the Authorised Demand by no

more than 20% with two years notice and the Distributor will accept
this request.

§.3  Variation by the Distributor

@

®

Should any recorded monthly Meaximum Demand exceed the
Authorised Demand, the Distributor may:

(®  take no action other than substituting the Maximmm Demand
for the Authorised Demand in calculating the Authorised Level
and such Authorised Demand for the remaining part of the

Term (other than as modified under 5.2(d) and (e));
(i)  require the Customer to take action to ensure that the

(iif) .require the Customer to enter into good faith negotiations as to
whether an increase in the Authorised Demand is required,

The Distributor may temporarily discontinue the supply of electricity
or reduce the quantity of electricity to be supplied where:

()  the Distributor, through any ciroumstances that are not due to
its own. negligence or defaul, is temporarily unable to continue
the supply of electricity to the Customer or is temporarily
required to restrict such supply of electricity; or

i) te method of operation of the Custorner's plant results in

undue interference or damage to the Distributor’s or the
Transmission Network Service Provider’s works,
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n ()  Should the Distributor need to interrupt supply for other than Force
i Majeute, timing is to be coordinated with the Customer,

H (@  Where the Distributor exarcises its rights in Clanse 5.3(b), the

i Dishibutormustus_eitsbesteudeuvomtomswethatmypemitted
reductions are of minimum duration and consistent with the

i contingency arising,

1

6. COMPLIANCE WITH AUTHORITY, CODE AND ACT

I 6.1  Parties to Comply
[ (8  Notwithstanding anything else contained in this Agreement:-

(i)  the Distdibutor must comply with its distribution authority, the
F e Code, (sxcept where the Code permits this Agreement to
& prevail where it is'inconsistent with the Code), the Electricity

Act, applicable laws, Directives and Authorisations: and

! Y ()  the Customer must comply with the Code, the Electricity Act,
applicable laws, Directives and Authorisations, ;

i despite that compliance being inconsistent with any term of this
Agreement and resulting in breach of a term of this Agreement.

(b)  If a party becomes aware of an inconsistency mentioned in Clause
6.1(g), that party must notify the other party as soon &% practicable of

- the inconsistency. The partics must negotiate in good faith to modify
this Agreement to resolve the inconsistency but neither party is obliged
to agree to any modification,

() If a party’s breach of 2 provision of this Agreement (other than its
obligations in Clause 6.1(a)) occurs as a result of complying with its

: _ obligations under Clause 6.1(a) then the other party will not have any
i © right or remedies with respect to tht breach under this Agreement,

62  Anthorisations
i Each party will obtain, and use its reasonable endeavours to maintain, all
Authorisations necessary for it to perform its obligations under this
Agreement,
63  Obligations of the Parties to Meet Improved Standards
(8  Ifafierthe date of this Agreament:
()  there is a change in any law, or any Directive, or change in the

Codo, which requires standards of technical performance by the
Distributor in the operation of the Distributor's distribution

\\m&m«am\czwmu\moﬂm\mmm - Agreements\ Hayman - Bartkezs Teust, DOC
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METERING

-11.

networktobahigherthanthatwhiche:dstedpﬁortomch
change; and

(i) inorderforﬂ:enisuibuto:tocomplywi&ftsobﬁgaﬁons
brought about by such change it is necessary for the Customer

to modify the operations, or the manner of operations, of the
Fagility;

then the Distributor may serve a notice on the Customer setting out the
actions or works the Customer must do to enable compliance with
Suchchangainaludmgwhoismbwthemstofcmyingmany
works and whether any Charges must be altered to take ascount of the
cost of compliance with such change.

The nature of the actions or the works and who is to bear the cost of
the actions and/or the works must be reasonable and appropriate in the
circumstances,

Within thirty (30) days of its receipt of a notice under Clause 6.3(a) the
Customer must give a notice to the Distributor:-

@) advising whether or not it accepts the matters in the notice; or

()  suggesting alternative options for dealing with works required
for complisnce with such change, including the Distributor
undertaking the works and charging the Customer for those
warks over & period of time.

If the Customer does not give a notice under Clanse 6.3(b), then the
Customer will be taken to agree with the matters in the notice,

If the Customer gives a notice under Clause 6.3(b), the parties shall
meet to agree on tbeworkscracﬁonstbatmmquired to be
undertaken to enable compliance with the change referred to in Clause
6.3(a).

If the parties cahmiot reach agreement on the works or actions to be
undertaken in accordance with Clause 6.3(d) within 30 days, then the
dispute resolution process in Clause 18 will apply.

71 Responsible Person
This clause applies if the Distributor is the person who has the responsibility

for the provision, installation and maintenance of the Metering Equipment for
the Connection Point and 1 isi'hereaponﬁblepmforthepmposes
of Chapter 7 of the Code with the associated responsibilities as set out in the

Code.
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72  Terms and Conditions on which Distributor agrees to be the Responsible
Person

(@

®)

©

@

®

()

®

)

®)

Metering Equipment, including the Recessary current transformers,
voltage transformer, and communications equipment, must be
provided, owned, and maintained by the Distributor. Such equipment
shﬂlbeﬁmdwithmvmémningdeteutsmprevumtheregistmﬁon
of electrical energy flows back from the Customer to the Distributor's
distribution netwerk. :

If the Metering Equipment was installed prior to the date of thig
ent, title in the Metering Equipment will be deemed to be held
by the Distributor,

The Customer shall meet the costs of any modifications to the
Metering Equipment required to ensure compliance with the Code.

Where check metering is installed it must be maintained by the
Distributor in accordance with the Jevel of accuracy of check metering
required under the Code.

In the absence of a Stparate agreement between the parties, the
Distributor will act as the responsible person and as the Metering
Provider and the Customer must pay the Meter Charges as agreed
between the parties, If the parties cannot agree, the dispute resolution
procedure in clause 18 will apply. =
Subject to any contrary change in the Code or Act or Directives or

ithotisation of the Jurisdictiona] Regulator, the Meter Charges will
be escalated at CPL.

The Distributor must deliver to the Customer an invoice for the Meter
Charges in the Account Period which includes the anniversary of the
Effective Date,

The Customer must pay the amount set out in the invoice within 30
days following teceipt of that invoice,

The Customer, if a Second Tier Customer, must pay ay NEMMCO
Settlement Charges levied upon the Distributor in relation to it being a
Second Tier Customer,

The Customer must provide reasonsble access to the Customer’s
premises for the Distributor, and load conditions during normat
working hours to allow the testing of calibration of Metering
Bquipment at intervals as specified in the Code.
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CHARGES AND BILLING
8.1 Charges
(@  The Customer must pay to the Distributor the charges being:

()  theFixed Charge;

(i) aDemand Charge for the Anthorised Level;

(i)  en Energy Charge; and

(iv)  any part of charges levied on the Distributor by Powerlink, that

the Distributor is permitted at law to pass on to the Customer,
unless it is already included in paragraphs (i) to ().

The amounits applicable other than for paragraph (iv) at the commencement of
this Agreement are specified in Item 10 of Schedule 1. In respect of the Fixed
Charges referred to in Clause 8(a)(i), $85,073 per month will remain constagt
for the duration of the Initial Term and will not be subject to Clause 8.2,

®)

The parties acknowledge that the Charges payable by the Customer
have been caloulated on the basis that the Distributor will enter into
agreements and/or an agreement which will enable the Distributor to
have access to or use of certain assets presently associated with the
supply of electricity to Hamilton Island in sufficient time prior to the
Distributor providing the Customer Comnection Services to the
Facility, so as to enable the Distributor to incorporate such assets in the
project for the provisions of Customer Connection Services to the
Facility. If such agreement or agreements are not entered into in
sufficient time prior to the provisions of the Customer Connection
Services, then the Charges and the Effective Date will be altered as
agreed between the parties having regard to the increased cost to the
Distributor as a consequence of the agreements or agreement not
having been entered into. If agreement is unable to be reached then the
dispute resolution procedure referred to in Clause 18 of this Agresment
shall apply.

82  Variation of Charges

@

®

The parties acknowledge that the Queensland Competition Authority is
the Jurisdictional Regulator at the Effective Date for the purposes of
the regulation of distribution network service pricing and will from
time to time fix the Charges.

If the Jurisdictional Regulator publishes a tuling 2fter the date of this
Agreement the result of which is that the Charges to be levied by the
Distributor are different from those applicable under this Agreement at
the date of the ruling, the Charges shall be adjusted so that they are in
accordance with the ruling, and apply from the date of commencement

of the ruling, )
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If the Jurisdictional Regulator fails to approve charges for the relevant
period, ChargesshallbeadjustedQumq-lyinwcordancawiﬂﬂhe

i
|
U

-the Charges payable from the date of the
adjustment;

Old Charges means the Charges payable in the Quarter

immediately preceding the new Quarter;

CP1 = CPlinrespect of the Quarter preceding the
Quarter in which the adjustment is to be made;
and

n

CPl gyse means the CP1 in respect of the second last
Quarter preceding the Quarter in which the

adjustment is to be made.

Account Period, incloding details of the measured quantities, billed
Quantities, prices and amounts charged for each component of the
Charges,

Should an cutage exceed 24 hours for any reason (whether caused by
Force Majeure or otherwise), the charges will be adjusted on a pro rata

in 8.1(a) except for the Energy Charge.

If the Distributor becomes obliged to grant access to another customer
through its distribution system (including the submarine cable), the
Dish'ibutormust‘adjustthe%&rges as from the date of such access so
that the retum on assets to the Distributor contemplated by this
Agreement is shared between ths Customer under this Agreement and
those other customers in proportion to their respective Authorised
Demands,

Payments

(a)

The Customer must pay the Distributor the amount set out in the
invoice (whether disputed or not) within 10 days or as mutually agreed
following receipt of that invoice, It ig acknowledged that the Customer
may sppoint the Retailer ag jts agent to make the payment under this
Clause.
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112 Suspension of Obligations

(8  For the duration of the Force Majeure the rights and Non-Financial
Obligations of the parties under this Agreement will be suspended in
whole or in part, as the case may require, to the extent thet the ability
of the Affected Party to perform any of its Non-Finencial Obligations
is adversely affected by & Force Majeure that is the subject of a FM
Notice or & notice given under Clause 1 L 1a)(ii).

(t)  Suspension of any Non-Financial Obligations under this Clause 11.2
will not affect any rights or obligations which may have accrued prior

Financial Obligations, any other obligations or rights of the parties.

(©)  The period of suspension under Clause 11.2(a) of the Non-Financial
Obligations of the Affected Party will exclude eny delay in the
Affected Party's performance of those Non-Financial Obligations
which is attributable to a failure by the Affected Party to comply with
Clause 11.3,

113  Mitigation

(8)  Subject to Clause 11.3() the Affected Party will use all reasonable
endeavours to avoid or remove the circumstances constituting the
Force Majeure and to mitigate the effect of the Force Majeure and the
other party will co-operate and give such assistance as the Affected
. Party may reasonably request in conmection with the Force Majeure,

(®) Nothing in this Clause 11 requires the Affected Party to settle any
industrial dispute otherwise than in & way that is commercially
reasonable and no delay in making the settlement will deprive the
Affected Party of the benefit of Clause 11.2(a) provided that the
Affected party has complied with relevant industrial orders, awards or
agreenients,

114 End of Force Majeure Event

(8  The Affected Party must ag soon s reasonably possible after the end of
a Force Majeure resume performance of any cbligation suspended as &
result of it.

() If the Affected Party gave a Force Majeure Notice ther the Affected
Parly must give notice to the other party of the end of the Force
Majeure as soon as practicable after the end of the Force Majeure.

16
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12, LIABILITY AND INDEMNITY
121 Lisbility with Respect to Third Parties
(@  The Customer indemnifies and holde bermless the Distributor and its
officers, employees and agents against any and ail third party claims
for loss, damage or expenss arising out of:
()  the operation and maintenance of the Facility;

(i) abreach by the Customer of its obligations or warranties under
this Agresment,

excepttotheextsntﬂmtmysuchclaimhasarisendirecﬂydmtoa
negligent act or omission, breach of contract or breach of statutory

()  The Distributor mdmxﬁes the Customer and its officers, employees

(@  the operation or maintenance of the Distributo’s distribution
network; or

(i) a breach by the Distributor of its obligations under this
Agreement,

122 Liability of Distributor

(8  Notwithstanding the protective provisions, the Distributor agrees that it
is ligble (in damages and otherwise) to the Customer for any total or
partial fuilure to supply or sell electricity or perform an obligation
under this Agreement concerning the supply or sale of elsctricity, but
only if that failure was caused by:

(i)  thenegligence of the Distributor or & person asting for it; or

()  contravention by the Distributor, or & person acting for jt, of the
Electricity Act, the Code or g condition of the Distributor’s
distribution authority; or

(iif)  breach of duty on the part of the Distributor or a person acting
for it (whether the duty be imposed by statute or the Code).
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Electricity Law applies or where the Distributor is liable to the
Customer for breach of the provisions of this Agreement,

(®)  Inthis Clause, the protective provisions are:
()  sections 96 and 97 of the Electricity Act 1994 (Qld); and

(i) section 78 of the Electricity - National Scheme (Queensland)

Act 1997,
in cach case as amended from time to time,

(¢)  The Distributor agrees that it is liable (in damages end otherwise) to
the Custgmcrforeach breach of this Agreement, not being a breach

Disconnection at Request of the Retafler

(8  The Customer acknowledges that the Distributor may exercise any
ight it may have under the Electricity Act to disconnect or reduce
supply ta the Customer upon request by the Retailer, -

(b}  The Customer for itself, and all persons ¢laiming through it, releases
and discharges the Distributor and any of its employees, officers,
agents or contractors from any claims (including legal costs and ¢laims
for consequential losg), liabilities, demands, actlons, suits or
proceedings in any way conmected with or arising out of .a
disconnection or reduction of supply and at the request of the Retailer

(6  The Distributor will not disconnect the Customer without consulting
with the Customer.

Limitation of Liability

Under a0 circumstance and notwithstanding any other term or condition of this
Agreemient or any other document, or any law, regulation, code, provision or
ather regulatory instrument, whers fhe Distributor has Kability o the Customer
ot is required to indemnify the Customer the maxitum smount paysble by, the
Distributor inder any such liability and jndemmity shall be I e weck
in total during any relevant period or periods for which the Distributor shall be
liable to the Customer and the maximum total emount paysble by the

18
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I - N o . escalated annuslly in accordance with
CFL

DEFAULT AND TERMINATION
13.1 Default Notice

If a Default occurs, the Non-Defanlting Party may give the Defantting a
written notice ("Default Notice") specifying the Default that has occurred.

13.2 Cure Period
Upon receipt of a Default Notice, the Defaulting Party will have:

(2 in the case of a Financial Default, 7 days from the date of teceipt of the
Default Notics to remedy that Default;

()  inthe case of a Performance Defanlt which is capzble of remedy, 30
days from the of receipt of the Default Notice fo remedy the

() inthe case of z Performance Defilt which js agreed by the parties (or
in default of agreement, determined in accordance with Clanse 18) to
be incapable of remedy:

® 14 days after the agroement upon, or determination of, the

(i) 14 days from the date of receipt of the Default Notice to take afl
reasonable steps to prevent Te-occurrence of the Performance

(d) inthe case of an Insolvency Default, 30 days from the date of receipt
of the Default Notice to remedy the Defaylt,

133 Remedy of Curable Performance Default
Any remedy of a Performance Defauit undertaken by or on behsalf of &
Defaulting Party must be in accordance with Good Eleotricity Industry
Practice. '
13.4  Rights of Termination
®  Ifthe relevant Defanlt remains unremedied at the end of the applicsh

(b) Termination of this. Agreement by a party udder Clause 13.4(a) is
without prejndice to the other rights and remedieg which a party may
have in respect of the Defaylt.
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13.5 Effect of and Remedies Upon Termination
(a) Hd&mpmtyelecmtote:minmﬂﬁskgreemmtpmmantto its rights
to Clause 13.5(c), be of no further force and effect

(®)  Upon termination of this Agreement, the party electing to terminate
may do anty or all of the following, without prejudice to its rights at

law or otherwise:-
()  sve the Defaulting Party to recover damages or Compensation
for that Default; or

(i)  exercise all gvailable legal and equitable remedies including
injunctive relief or such other orders as it considers appropriate.

(©) Upon termination of this ‘Agreement by either perty (and without
prejudice to the Distributor's other rights and remedies) the Distributor
] may do any or all of the following:

@ subject to Clause 13.6, de-energise the Cormection Point;
(i) disconnect the Facility from the Connection Point; and

(i)  decommission and remove any of its assets associated with the
Connection Point.

- In doing so, the Distributor must not do anything fo prefudice the
operation of the Plant and Facility.

(d)  Each party must remove any item of its property located on premises
occupied or under the control of the other party within 60 days of the
date of termination and must make good any damage done in doing so.
Any property not so removed will be taken to be abandoned.

13.6 Right to De-Energise
If the Distributor elects to de-energise the Connection Point, it may only do
so on it giving 14 days notice to the Customer stating its intention to do so if

the relevant Default is not remedied within the applicable cure period and
remains unremedied at the expiry of thet notice period.

1392499_1



-
L

- gy,

1392499 _1

14,

15,

-22 -

13.7 Contingency Plans

DISTRIBUTOR'S RECOVERY OF COSTS OF STRANDED ASSETS
141 Recovery Right
If this Agreement is terminated by the Distributor pursuant to Clause 13 then,

in addition to all other monies payable by the Customer to the Distributor, the
Customer will forfeit to the Distributor the bank guarantse held under Clause
9,

ASSIGNMENT AND ENCUMBRANCE

15.1

By Customer

(@

®)

©

()

The Customer must not 2ssign, mortgage, charge or attempt or purport
to assign, mortgage or charge any or all of its rights, title or interest
under this Agreement, without the prior written comsent of fhe
Distributor,

If the Disttibutor consents to an assignment the assignee must enter
into a deed of covenant in favour of the Distributor whereby the
assignee agrees tobeboundbymemvisions of this Agreement as if

theassi,gneehadbeenapammthiaAgreementinplaceofthe
customer.

The Distributor agrees that it will not unreasonably withhold its
consent to an assignment, mortgage, novation or charge.

The Distributor shall be nader no obligation to consent to any of the
matters referred to in this clause without first being satisfied that:

(@) it will not be disadvantaged as a result of giving such consent;
and

(i) it will be in no worse position than it is under the provisions of
this agreement;

inchiding but not Limited to in relation to the execution of appropriate
domnnematoproteotﬂaeDisﬁbutor”sinteremunAerthis Tee:

the provision of appropriate financial security and the tochnical and
ﬁmciﬂwandwmpamofmypmpmedﬂﬁrdﬁaﬁy.

In deciding whether or not it is satisfied, as referred to above, the
Distributor’s decision must be made on an objective and reasonable
basis.
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| 152 By Distributor

' The Distributor may assign, miortgage or charge any or ll of jis rights or
obligations under this Agreement without the consert or approval of the
Chustomer, .

15.3 Alteration in Trust to Constitute Assignment
The following circumstances will constitute an assignnient:

l ¢ The replacement or removal of Permanent Trustee Australia Limited as
trastee of BT Hotel Trust:

I._ . ¢ The passing of a resolution or giving of a direction by a beneficiary of the
BT Hotel Trust for the winding Up or termination of the BT Hotel Trust or
F‘ ' for distribution of the BT Hote! Trust fimd;

The CustomegshaﬂgivenoﬁcetoﬁmDisﬁbutorforthwi&xuponanyofthe

] i) above matters being proposed, The Customer shall continue to be bound by
this Agreement unﬁl‘such time as the Distributor has executed the Deed of

; . ¢ease to be bound by this Agreement.
16. NOTICES ‘

161 Notice

: (® A mnotice, account, communication or other document required or

i authorised to be given or served upon a party under this Agreement
("Notice") must be in writing in the English language and may be
given or served by hand, facsimile, prepaid post or ordinary post to that
party at its address or facsimile mumber specified in Item 13 of
Schedule 1 or such other address or facsimile number a5 that party may

notify in writing to the other party in accordance with the provisions of
this Clause 16,

(b) Any Notice sent by facsimile shall be confirmed and sent by mail, by
hand or by courier. ;

162 Deemed Service

A Notice or statement given under this Agreement will be taken to have been
" given:-

(&)  inthe case of service by hand, on delivery;

() inthecaseofsewicebyﬁcuimile,onthentusinessDayaﬁerthe
same is dispatched; and

(c)  in the case of service by certified mail and ordinary mail, on the third
Business Day following posting,

\\M\ML\M\M\AGRRMNT\M - Agreements\ Hayman - Bankers TrustDOC

1392499 _1

22



Rt

1392499 _1

-24.

16.3 Notice of Change of Retailer

If the Customer chooses to purchase electricity for supply to the Facility
through the Distributor's distribution network from a reteil entity other than
the retail entity specified in Ttem 4 of Scheduls 1, the Customer must ensure
that the Distributor is notified of the details of that substitute retail entity.

17. CONFIDENTIALITY
171 Information Confidential

172

Except as is provided in Clauss 17.2, neither party will, without the consent of
the other party at any time, whether before or after the expiration of the Term,
divulge or communicate or suffer or permit any of its representatives to
divulge or communicate to any persen any of the contents of this Agreement

Information may be Disclosed fn Certain Cirenmstances

The restrictions imposed by Clause 17.1 will not apply to the disclogure of
any information:

()  which is now in or hereafier comes into the public dm;min other than
5 through a breach of Clause 17.1;

(b)  which is required by the Code or any other law to be commumicated to
a person who is authorised by the Code or any other law to receive the
information; or

© to aloourt,v arbitrator, expert or administrative tribunal in the course of
proceedings before it to-which the party disclosing the information is a
patty; '

(@  to 2 financier or potential financier or potential purchaser of the
Facility (which in this paragraph (d) includes any representative of any
such persom) of the Cusbomerinordgrtopezmitmchﬁnmcierto
coasider a request from the Customer for the financing or refinancing
of the Customer’s works or operation comnected with its obligations
under this Agreement or 1o any investors or potential investors in the
Customer provided that any such person, agrees to observe the same or
similar obligations as imposed by this Clauge 17;

(9 o & party’s consultants and advisers who undertake in writing to be
bound by the confidentiality undertaking in Clanse 17,1 as if they were
a party to it;
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(®  tothe Retailer or any prospective retailer to the Customer of electricity
for the Facility to be delivered via the Distributor's distribution
network;

(® to any shareholding Minister under the Government Owned
Cowutiamdct]%Sof‘theDisu'ibMororundermyActof
Queensland or to the Parliament of Queensland or the Govemnment of
Queensland or any of its agencies, inciuding the Queensland Electricity
Reform Unit, with respect to amy matter or thing relating to the
Distributor,

(h)  which is required to enable the Customer’s employees, financial

advisers, brokers and others to keep investors and potential investars in
the BT Hotel Group properly informed with regard to their investment
or proposed investment in the Group to the same extent as information
is currently provided in respect of other hotel properties acquired by the
BT Hote! Group.

PROVIDED THAT in the event of any disclosure under paragraphs (), (c),
(@), (c) () or (g) it shall be expressly stated that information so disclosed is
the subject of a confidentiality agreement between the parties.

18.  DISPUTE RESOLUTION

181

182

183

Scope

(@)  If both the Distributor and the Customer are Code participants or
unless otherwise expressly agreed to the contrary in this Agreement,
the dispute resolution regime provided for in Clause 8.2 of the Code
applies to any disputes which may arise between the parties umder or in
relation to this Agreement with respect to the application of the Code.

(®)  Unless otherwise expressly agreed to the contiary in this Agreement,
Clanses 18.2 to 18.8 apply to any disputes which may arise between
the parties under or in relation fo this Agreement other than with
respect to the application of this Clode,

Chief Executive Resolution

The parties hereby agree that any dispute to be referred to the dispute
resolution procedure under this Clause 18 on relevant matters arising out of
this Agreement shall be referred in the first instance to the chief executives of
the parties for resolution. Failing such resolution within ten (10) Business
Days of the referral as aforesaid, the relevant dispute shall be referred for

resolution by an Expert in accordance with Clause 18.3 below.
Expert

(8 Where any matter may be referred to an Expert pursuant to Clause 18.2
orotherwise in accordance with the terms of this Agreement, an Expert
shall be appointed by the parties, or in default of agresment upon such
appointment within ten (10) Business Days of their agresment to refer
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the matter to an Expert or of it being required pursuant to Clanse 18.2,
inﬂxemofﬁnmdﬂmaﬁm,bythe?msidentforﬂleﬁmcbeing of
the Institute of Chartered Accountants, Australia, and, in the case of
wdmkﬂ:mmmm,meﬁmdduu&n&uﬂmmbdmgofﬂwlmnhuhnof
Enginsers, Australia,

In any event, the Expert will:-
(i) have reasonable qualifications, commercial and practical
experience in the area of the dispute;

(i)  bave no interest or duty which conflicts or may conflict with
his function as Expert, he being required to fully disclose any
such interast or duty before his appointment; and

(i) 0ot be an employee of any of the parties or of their respective
Related Corporations,

The Expert will:-

()  promptly fix a reasonable time and place for receiving
submissions or information from the parties or from any other
persons as he may think fit;

(i)  accept oral or written submissions from the parties as to the
subject matter of the dispute within fourteen, (14) Business
Days of his intment;

(ili) notbe bound by the niles of evidence;

(iv)  make his decision only in relation to matters expressly referred
to an Expert in accordance with Clause 18.3(2) and will have
uodismﬁontooometoanyo&hadecisiononmymatter
except with the prior agreement of the parties;

(v} have power {in relation to changes to this Agreement referred
to the Expert in default of agreement between the parties) to
order changes to this Agreement which are binding on the
parties;

(v)) prior to making a binding determination, publish a draft
ination to the parties within twenty-sight (28) days of his

eppointment and thereafler the parties may within thirty-four

(vil) state his finai determination in writing within thirty-seven GD
days of his appointment,
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@ 'IheEJtpeltmustundertaketokeepconﬁdmﬁalmmeomingmhis
knowledge by reason of his appointment and performance of his
duties.

(&)  The Expert will have the following powers:-

@ toinformh:’mselfindependentlyas_toﬁctsandifnecessaq
mmmm«mmmmmwmmﬁmum;

@  to receive written submissions sworn and QUSWOTH ‘Written
statements and phetocopy documents and to act upon the same;

@ili) to consult with such other professionally qualified persons as
he inhisabsohtedimﬁdnthinksﬁtz and

i) totakesuchmaasmﬁashethinksﬁttoexpedjtethe
completion of the dispute resolution,

® Anypersonnominatedasanlkpmheremda-.shﬂlbedmdnm to
be an arbitrator but an expert and the law selating to arbitration
including the Commercial Asbitration. Act 1990 (Qld), as amended,
will not apply to him or his determination or the procedures by which

he may reach his determination,

(&)  The dispute resolution will be held in Mackay, Queensland umless the
parties otherwise agree, -

Decisions of Expert

In the absence of manifest error, the decision of the Expert will be valid and
binding upon the parties.

Costs ‘
The costs of the Expert and any advisers will be borne by the parties equally.
Information and Representation

Theparﬁ‘eswillgivetheExpmauinfonnaﬁon andassistanceﬂmtthxpcrt
may reasonably require. The parties ghall be entitled to be legally represented
in.respectofanyrepmsentutiomﬂ:attheymaywishtomaketotha Expert,
whether orally or in writing. '

Other Methads of Dispute Resolution

Insmdof'adisputebeingrefhrredtoanlixpertmﬁercme 13.3 the parties
may agree to refer any dispute under this Agreement to arbitration in
accordanoe with the rules and procedures of any arbitralbodythntﬂ:epatﬁes
may agree upon, or in accordance with such rules and procedures as ‘the
parties may determine from time to time.
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20.

18.8 Obligations Continuing
Notwithstanding a reference to the dispute resolution procedurs in this Clauge
18, the parties will, 50 far as it is reasonably practicable, continue to perform
and comply with their respective obligations under this Agreement.
GOVERNING LAW
19.1 Queensland
This Agreement is govemed by and is to be construed in accordance with the
laws of the State of Queensiand.
192 Courts
Each party imevocably and unconditionally submits to the exclusive
jurisdiction of the Courts having jurisdiction in Queensland and courts of
appeal from them,
MISCELLANEOUS
201 Stamp Duty
The Customer is, as between the parties, liable for and mmst duly pay all
stamp duty (including any fine or penalty) on or relating to this Agreement
and any document executed under . If the Distributor pays say stamp duty
(including any fine ar penaity) on or relating to this Agreemment or any
dotument executed under it, the Customer must pay that amount o the
Distributor upon demand,
202 Legal Costs
Subject to any express provision in this Agreement to the contrery, each party
will bear its own legal and other costs and expenses relating directly or
indirectly to the preparation of, and performance of its obligations under, this
Agreenient. {
20.3 Amendment
This Agreement may only be varied or replaced by a document in writing duly
executed by the parties.
204 Rights Cumulative

Subject:oanymcpressprovisioninthisAgreementtotheconﬂmy.theﬁgh:s
of a party under this Agresment are cumulative and are in addition to amy
other rights of that party.,
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20.6

20.7.

20.8

20.9

other party from time to time reasonably requires of it to effect, perfect or
completo the provisions of this Agreement end any transaction contemplated
byit.

Preservation of Accrned Righty

The expiration or determination of this Agreement:

(8  will not affect the provisions expressed or implied to operate or have
effect after such expiration or determination; and

(b) willbe without prejudice to any right of action already accrued to any
party in respect of any breach of thig Apgreement by the other party.

Invalidity

If any term, Clause or provision of this Agreement is or is taken or judged to
be invalid for any reason, such ‘wliﬁtywiumtaﬂ‘ectﬂwvaﬁdityor
operation of any other term, Clause or provision of this Agreement except to
the extent necessary to give effect to such invalidity.

Entire Understanding

This Agreement embodies the entire understanding and agreement between

_ the parties as to the subject matter of this Agreement. All previous

20.10

Liability of the Customer
Notwithstanding anything else contained in thig agreement:
() the Distributor acknowledges that the Customer enters into this
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this Agreement is limited to the Cugtomer’s right of indemnity out of
the assets of BT Hotel Trust from time to time end in mo
circumatances will the Customer be liable to pay or satisfy any of the
obligations imposed on it by this Agresment, express or implied, out
of any assets held by the Customer personally, as trustee of any other
trust or on behalf of any other peérson.

The limitation of the Customer’s lisbility ag contained in this Clause
does not affect the rights of recovery of, or the amount that may be
recovered by the Distributor under the Bank Guarantee referred to in
Claniss 9.

It is acknowledged that the limitation of Liability referred to in
subclanse (b) above applies notwithstanding an assignment by or the
replacement of Permanent Trustes in its capacity as Trustee of BT
Hotel Trust as the Customer, whether with or without the consent of
MEB, and whether with or without a Deed of Covenant being
executed as required by the Agreement,

20.11 Trustee Provisions

The Customer in its capacity as Trustee of the BT Hotel Trust represents and

®
@y

(i)

@)

™

Y

warrants to the Distributor that:
Sole Trustee: itis the only trustee of the BT Hotel Trust;

No removal of Customer: to the hest of the Customer’s knowledge
and belief, no resolution has been passed or direction or notice been
given removing the Customer g5 trustee of the BT Hotel Trust:

Authority: it has power and authority as tritstee of the BT Hotel Trust
to enter into and perform its obligations under this Agreement;

Authorisations: to the best of the Customer’s knowledge and belief,
ithastakenallnecessaryacﬁnnto authorise the execution, defivery
and performance of this Agreément and the transaction contemplated
by it in accordance with their terms;

No Termination of Trust: o resolution has been passed or direction
been given by the beneficiaries of the BT Hotel Trust for the winding
up or termination of the BT Hote] Trust.

2. INTERPRETATION
Contracting Out of Electricity Act

The parties agree that Sections 40G(a) and (b) and Section 40E(e) of the
Electricity Act do not apply to this Agreement.
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21.3

214

215

21.6

-31-

References

Whilst the parties acknowledge that the Distributor has power in certain
circumstances to interrupt or disconnect Supply of electricity to the Customer
and/or Facility subject to the provisions of Clause 4.3, the Distributor shall use
its best endeavours to ss far as possible avoid such interryptions or
disconnections.

Amendments

Any reference to "this Agreement” or to any other agreement or document is a
reference to this Agreement, or, a3 the case may be, the relevant other
agrecmient or document (including any schedule thereto) as amended,
supplemented, assigned or novated from time to time and inchudes & reference
to any document which amends, waives, is supplemental to or assigns or
novates this Agreement or, as the case may be, the relevant other agreement or
document.

Legistation
A reference to:
(@)  the Code, any other code, Australian Standard, guideline or instrument

or any provision of any of them includes any variation revision or
replacement of that code, standard, guideline, instrument or provision;

()  astatute, ordinance, licence or other law inchudes regulations and other
instruments under, and consolidations, amendments, re-enactments,
extensions or replacements of that statute, ordinance licence or law;
and

(c) apﬂrsonwhichhasceasedtoe:dstorhasbeenreco'
amalgamated, reconstructed or merged or the functions of which have
become exercisable by eny other person in its place is taken to refer to
thepursonestabﬁshedorconsﬁhuedinitsphcsorbywhichits
functions have become exercissble,

Group References

A refarence to a thing (including, without limitation, an amount) is a reference
tothewholeandea_chpmtdfitaqda.referemeto a group of persons is a
refercace to any one or more of them, ,

References to Persons
(8  The word “person’ or ‘entity’ includes a natural person, firm, body

corporate, partnership (whether limited or otherwise), joint venture,
trust, unincorporated association and ari authority.
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(®)  Areference to 8 pergon includes a reference to the person’s executors,
administrators, successors, substitutes (including, but not limited 10,
‘persons taking by novation) and asgipns,

Gendeér aud Plurals

() A reference to one gender includes all genders,
(®)  Thesingular includes the Dlural and vice versa,
Period of Time .

If a period of titte is specified and the period:

(@ datesfmmagivendayortheday‘ofmactorwmt,itismbe
calculated exclusive of that day; and

(b) commenceson 2 given day or the dayofanyactorevm,
itis to be calculated inchusive of that day,

References to Time

Unless expressed otherwise, a referencs to:

(&)  timeis a reference to Brisbane time; -

® adayis areferencetoapeﬂodoffhnecommendnginnnedjatelya&er
midnight and ending the following midnight;

(€)  areference to a week ig a reference to the period of time commencing
immediately after midnight each Saturday and ending 7 days later; and

(@ a2monthis areferenceto a calendar month,

Definitions

If a word or phrase is specifically defined in this Agreement, then other parts
of speech and grammatical forms of that word or phrase have carresponding
meanings,

Headings

Headings are inserted for convenience and do not affect the interpretation of

. this Agreement,

21.12

21.13

Including

A reference 10 "including"” means including without limitation,
Me;tsnremt

Measurements are in System Internationale (S.1) units,
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21.14 Money

Referencesmmonetarymmmuarembetakmtobeemfessedinmmmn
eurrency.

DEFINITIONS

In this Agreement, the following words and expressions havs the following
regpective meanings, unless the context otherwise requires;

Account Period means the period specified in Item 12 of Schedule 1,

Affected Party means a party which is prevented from or delayed in performing any
of its Non-Financial Obligations for Teasons attributable to a Force Majeure,

Authorised Demand means the maximum rate of haif hourly Demand in klowatts
that the Customer is permitted under the terms of this Agreement. The quantity is
specified in Item 9 of Schedule 1.

Authorised Level means the charge set out in Item 10(b)(©) as amended by Clause
8.2(c) for the Authorised Demand per month. .

Bank Bill Rate means the one month Australian Bank Bill Swap Reference Mid
Rate specified by Reuters Monitor Service page BBSY at or about 1 0.00 am (Sydney
time) on the first Business Day of each calendar month provided that if the Bank B}
Rate cannot be so determined, thenBankBillRateshallmnansuchrate as may be
detetminedinaccordancewiththedisputerm1uﬁouproeedureiuClause 18. -

Business Day means a day, other than a Saturday, Sunday or public holiday upon
which the banks are open for business in Bri_abang.

Code means:

(@)  the Market code under the Electricity Act until the comﬁencement of the
National Electricity Code under the National Electricity (Queensland) Law,
and

() the Code under the National Electricity (Queensland) Law after its
commencement under the Electricity - Nationai Scheme (Queensiand) Aci
1997,

\\DM{OSNM\@\H‘RAL\SIENOS\INFRASFR\AGREEMNT\M- Agreements\Hayman - Bankers Trust DOC

32



1392499_1

-34-
Code Agency means any one or more of:
(&) the entity which, from time to time, administers the market under fhe Code;
(b)  the entity which, from time to time, operates the market under the Code;
(c)  the System Operator;
(d) the Derson or entity which, from time to time, regulates the eleotricity market

in the State; or

(¢)  any agent acting on behalf of any of the above,

Compensation means compensation for loss or damage suffered by a Non-
Defaulting Party as a result of Defanlt payable in accordance with this Agreement, as
agreed between the Non-Defanlting Party and the Defaulting Party or pursuant to the
dispute resolution procedure in Clause 18, -

Connection Assets has the meaning given in the Code,

Connectlon Point means the comnection point between the Facility and the
Distributor's distribution network as described and shown diagrammatically in
Schedule 2.

CPI means the consumer price index published by the Australian Burean of Statistics
in Catalogue 6401.0-Table 1, Consumer Price Index - All Groups - All Capital Cities
qrifmeindexissuspendedordisconﬁnued, the index substituted For it by the
Australian Burean of Statistics,

Credible Contingency Event has the meaning given in the Code.

Customer means the corporation specified in Ttem'3 of Schedule 1.

Customer Connection Service has the meaning given in the Electricity Act,
Default means a Financial Default, Performance Default or an Insolvency Default.

Default Notlce means a written notice given by the Non-Defaulting Party to the
Defaulting Party specifying the Default that has occurred.

Defaulting Party means, in relation to Default by the Customer, the Customer, and
in relation to a Default by the Distributor, the Distributor.

Default Rate means the rate of two per cent (2%) per annum above the then current
Bank Bill Rate. ’

Demand means twice the number of kilowatt hours measired in respect of the
Connection Point by the Metering Provider as being supplied to the Customer by the
Distributor during any one half hour period. .

Demand Charge means the charges set out in Item 10(b) of Schedule 1 relating to
the Authorised Level as amended under Clause 8.2(c).
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Directive means any present or futurs Tequirement, instruction, direction or order of
8 Government Agency or CodeAgmcywhichisbindingono:Whichwoﬂé
customarily be observed by a reasonsble and prudent owner, operator or designer of
facilities such g5 the Distributor's distribution network (in the cese of the Distributor)
and the Facility (in the case of the Customer), and any modification, extension or
replacement thersof from time to time in force.

Distribution Authority has the meaning given in the Electricity Act,

Distribution Entity has the meaning given in the Electricity Act,

Distribution Network has the meaning given in the Code,

Distributor means the distribution entity specified in Item 2 of Schedule 1,
Distributor's sutomatic disconnection equipment mears equipment installed by
the Distributor which may automatically disconnect the Facility from the
Distributor's distribution network in order to protect the Distributor's digtribution
network,

Effective Date means the date specified in Item 6 of Schedule 1,

Electrical Installation has the meatiing given in the Electricity Act.

Electricity Act means the Electricity Act 1994 (Qld).

Electricity Industry has the meaning given in the Electricity Act.  ©

Energy éha.rge means the charge set out tn Tiem 10(c) of Schedule 1 25 adjuéted
under Clause 8.2{c).

Escalated at CPI means, where it is used in relation to a qumber in this agreement,
the numbser is to be adjusted by reference to a factor (ot less than one):-

(2 thenmnerntorofwhichistthPIinr;spectofthslastQua’ter

preceding the Quarter in which the adjustment is to be made; and

(b)  the denominator of which is the CPI for fhe second last Quarter
. preceding the Quarter in which the adjustment is to be made,

Expert means a person who is appointed in accordance with the dispute provisions
under Clause 18,

Facility meats the Customer's electrical installation o premises particularised in
Item 5 of Schedule 1. E

Facllity Connection Requirements means the requirernents specified in Schedyle 3,

Facility Deficlency means where the Facility does not comply in any respect with
the requirements of this Agresment, the Electricity Act, National Electricity Law, the
Code or relevant Australian Standards.

Facility Deficiency Notice means a notice given under Clause 3.4(a).
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Facllity Technical Data means the requirements specified in Schedule 3.
Financial Defaunit means;

(8) = fiilure by a party to pay Compensation within 10 Business Deys after the
amount of such compensation hus been agreed or finally determined to be
due; and

(® ' e failure by a party to pay my amount (including interest thereon) as and
when due under this agreement and & failure to remedy such non-payment
within 10 Business Days after written demand therefor from the other Party,

Financial Obligation means an obligation under this Agreement to pay or cause to
be peid an amount of money. :

First Tier Customer has the meaning given in the Code. .

Fixed Charge means the charge set out in Ttem 10(a) of Schedule 1 es adjusted under
Clause 8.2(c).

Force Majenre means any cvent, get, occurrence or amission, or combination of
them, which (potwithstanding the observance of good electricity industry practice) is
beyond the reasonable confrol of the party affected thereby, which may includs,
without limitation, the following:

(® ects of God, lightning strikes, earthquakes, floods, droughts, storms,
mudslides, radioactive or chemical contamination, explosions, fires or other
ntural disasters, acts of war, acts of publi¢ enemies, riots, civil commotions,

* malicious damage, sabotage, blockades and revolutions;

(b)  industrial disputes;

(¢)  action or inaction by any Government Agency, including a denial, refusal or
failure to grant any Authorisation;

(@  mechanical and electrical breakdown and failure of equipment which is not
due to any negligence or fault on the part of the Distributor;

(¢  failure of suppliers (being parties with whom the party affected may contract
from time to time) of goods and services to provide such goods or services by
reason of force majeure. )

FM Notice means notice given under Clause 11.1(8){) of the occurrence of Force
Majeure by the Affected Party to the other party.

Good Electricity Industry Practice has the meaning given in the Code.
Government Agency means & govemment, 2 government department, g

govemnmental, semi-governmental or judicial person- or ‘a person (whether
autonomous or not) charged with administration of any applicable Law, The term
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Insolvency Default means, in Tespect of the Customer,

(&  a receiver, a receiver and manager, an administrator or other controller is
appointed in respect of the Costomer or the Customer’s estate or interest in the
Facility and such appointment has not been revoked, discharged, stayed,
enjoined or withdrawn within 20 Business Days of the appointment of any
encumbrancer who takes possession of the assets or undertaking of the Seller
and does not relinquish possession within 20 Business Days thereof;

(b)  after all final a;_:peal tights have been exhausted, any exscution or other like

(c) a liquidator or provisional liquidator is appointed or an order is made or an
effective resolution is passed for the liquidation of the Customer and’ such
appointment, order or zesolution is not revoked, discharged, stayed, enjoined
orwithdrawnwithinZOBusinessDaysortﬁe_Customerentminwan
arrangement or composition with its creditors within the meaning of the
Corporations Law;

(@) afailmtosaﬁsfy,hvewithdmwnorsetaside, a statutory demand under
Section 459F of the Corporations Law; or

(2)  aresolution has been passed or direction given by the beneficiaries of the BT
Hote! Trust for the winding up or termination of the BT Hotel Trust or for
distribution of the BT Hotel Trust Fund.

and, in respect of the Distributor
(8  enything analogous to that in (a) to (d) above;

(b)  the Govemnor-n-Council authorising the regulator to take over the operation
of the Distributor pursuant to ssction 130 of the Electricity Act.

Instantaneous Demand means the rate in kilowatts at any particular thme, measured
by equipment provided by the Distributor, at which electricity is delivered st the
Connection Point., &

Jurisdictional Regulator has the meaning given in the Code, and at the time of
commencement of this agreement, the Jurisdictional Regulator is the Queensland
Competition Authority.

Maximum Demand means the maximum demand: in kilowatts recorded iri eny
month,

Meter Charges shall be the meter charges agreed in accordance with Clanse '7‘.2((:)
and adjusted in accordance with Clauge 7.2(6).

Metering Equipment means those devices complying with Australian Standards
which measure and record the production or consumption of electrical energy,
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Metering Provider has the meaning given in the Code.

National Electricity Law means Electricity - National Scheme {Queensland) Act
1997 (Qld).

NEMMCO means National Electricity Market Management Compeny Limited
ACN 072 010 327.

Network has the meaning given in the Code,

Non-Defauliing Party means the Distributor where the Defanlting Party is the
Customer and, the Customer where the Defanlting Party is the Distributor.

Non-Financial Obligation means an obligation under this Agreement that is not &
Financial Obligation.

Notice includes a notice, account, communication or other document required to be
given or served upon a party under this Agreement

Notice of Requested Increased Demand means o notice given under Clause 5.2(a).
Performance Default means, in respect of either party, a pariy's faiture to perform or
comply with any of its Non-Financial Obligations while that obligation {s not
suspended by the provisions of Clause 112,

Power System Security and Reliability Standards has the meaning given in the
Code, N

Powerlink means Queensland Electricity Teansmission Corporation Limited
ACN 078 849 233 trading as Powerlink Queensland.

Premises has the meaning given in the Electricity Act,

Quarter/Quarterly means a period of three consecutive calendar months
commencing oa 1 January, 1 April, 1 July and 1 October in each calendar year.

Responsfble Person has the meaning given in the Code,

Related Corporation has the meaning given in the Corporations Law
Rotailermeamtheretaﬂenﬁty minated in Item 4 of Schedule 1 as varied from
time to time by the Customer and notified to the Distributor under Clause 16.3 or the
actual retail entity supplying the Customer's Facility via the Distributor’s distribution
network, if different.

Retafl Entity has the meaning given in the Electricity Act.

Sell has the meaning given in the Blectricity Act.

Second Tier Customer has the meaning given in the Code.

State electricity entity has the meaning given in the Electricity Act 1994,
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Steady Load means a load with Instantaneous Demand that does not vary by mare
than 10% during any half hour period commencing at any time.

System Operator has the meaning given in the Code,
Initial Term menns the period specified in Item 7 of Schedule 1,

Term means the period, in accordance with Clange 1, from which thiz Agreement
commences and during which this Agreement continues, including any renewals.

Transmission Network Connection Point means the connection point or points as
specified in Ttem 15 of Schedule 1 at and from which eleciricity purchased by the
Customer from the Customer's Retailer will be fed into the Distributor’s distribution
network for delivery to the Customer under this Agreement.

BT Hotel Trust means the BT Hotel Trust established under the BT Hotel Trust
Deed.

BT Hotel Trust Deed mesns the Deed of Trust dated 18 March 1996 between the
Customer, BT Funds Management Limited (ACN 002 916 458) and Permanent
Trustee Company Limited (ACN 000 000 993) as varied by a Supplemental Deed
dated 8 May 1996,

BT Hotel Trust Fund means the property held on trust by the Customer as trustee
under the BT Hotel Trust Deed.

Escalated Annually at CPI means, where it is used in relation to a Jumber in this
agreementt, the number is to be adjusted by reference 1o a factor (less than one):

(2)  the numerator of which is the CPI in respect of the last quarter preceding the
quarter in which the adjustment is to be made; and

(b)  the denominator of which is the CPI for the fifth last quarter preceding the
quarter in which the adjustment is to be made,

NEMMCO Settlements Charges - Any charges that NEMMCO may allocate to
second tier customers to cover NEMMCO's settlements costs, '

Meter Data Agent - Agent appointed by the Retailer or Customer to provide
metering data to NEMMCO for settlements,
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i , SCHEDULE 1
Item1:  Date of Comnection Agreement

i Date 5 November 1998

Item2: Name & Address of Distributor

- Mackay Electricity Corporation Limited
(Trading as "MEB")
ACN 078 848 889
P O Box 259
MACKAY QLD 4740

-.,.a‘ PR —
wengel H

Item3:  Name & Address of Customer

! ) Permanent Trustee Australig Limited
ACN 008 412 913
in its capacity as trustee of BT Hote] Trust, its successors, administrators and
permitted assigns
Ground Floor
23-25 O'Cormell Street
SYDNEY NSW 2000 s

-

Wtemd4:  Name & Address of Initial Retai] Entity

Central Electricity Retail Corporation
(Trading as “Ergon Energy™) .
Ground Floor, 61 Mary Street
BRISBANE QLD 4000

HemS: Details of Facility
The electrical systemontheHaymanIslandResoﬁ-atourist destination on

Hayman Island Refer to Schedule 2 for Electrical equipment ownership
boundaries.

Item6:  Effective Date q “‘“\/ tﬁ

The effective dats will be a date as mutually agroed between parties,

39
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Hem 8:

Item 9;

Item 10:

-41-

The period of 15 years plus the aggregate of the periods for which Payment by the
Customer is suspended under Clayge 8.2(e), to a maximum petiod of 16 years,

(2) Nominal Voltage
]
(t) Target Range of Voltage Mdgnimde

Authorised Demand
[

(a) Fixed Charge . ;

-

of which M per month is constant, not subjecs to Clause 8.2 or
increases by the jurisdictionaf regulator.

() Demand Charge
()  Authorised Level
N of A.uthorised Demand/month
(c) Energy Charge

(charges based on MER purchase of Hamilton Island’s ‘mainland assets at offered
price and estimated value of the contract for supply and delivery of the connection
assets of $7.638m)
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Item 11:  Value of Financial Security

-42.

Tnitial Value

First Anniversary (of effeotive date)

Second Anniversary

Third Anniversary

Fourth Amniversary

Fifth Anniversary

Sixth Anniversary

| Seventh Anmversary

Eighth Anniversary

Ninth Anniversary

Tenth Anniversary

Eleventh Anniversary

Twelfth Amniversary

Thirteenth Anniversary

Fourteenth Anniversary

Fiftcenth Anniversary

vl”'jﬂjlﬂfﬂmﬂm||“

-

Item 12: Account Period

The account perind will be monthly,

Item13: (a) Customer

General Manager
Heyman Island

NORTH QUEENSLAND QLD 4801

Phone (07) 4940 1234

Facsimile (07) 4940 5678

(t) Distributor
Chief Executive Officer
MEB
P O Box 259

MACKAY QLD 4740

FPhone (07) 49571 883

Facsimile (07) 49512 036
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Ttem: 14: Metering Provider
Meckey Bleotricity Corporation Linited

Item 15 Transunission Network: Connection Poiny
Prosesping bulk supply substation
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SCHEDULE 2
THE CONNECTION POINT
There will be three defined points in relation to this network connection contract,

1. Transmission Network Connmection Point (as defined). This Doint is otherwise known
as the bulk supply point and is MEB's conmection to the {ransmission network
{Poweriink).

2. Distribution Network Connection Point. This point may be defined as the point at
whick the assets which are exclusively used by g single customer are connected to
the shared distribution network

3. Comnection Point. This is defined as the point at whick the energy is delivered to the
* Customer and the electrical installation becomes the responsibility of the Customer

Diagram is attached.
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SCHEDULE 3
FACILITY CONNECTION REQUIREMENTS AND FACILITY TECHNICAL DATA

Code to apply.
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THE COMMON SEAL of MACKAY ;
ELECTRICITY CORPORATION )
LIMITED was affixed in accordance with )
its Articles of Association was affixed by

» . . by saarersaye
. s
PErs VAR
P A 3
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Name of Authorised Person (Print Name) Name of Authorised Person (Print Name)

)
Permanent Trustee Australia Limited ACN )

008 412 913 by its duly constituted attorney ) -

(here insert name)
‘ ASkse

trimagameren A R P R R PR PP NI T b L L T E T Y S

Slgnahn'cofAttomey
v./oltm E L AdeTI? LRU0nE Secrs - ATy N AennE eS'!E:-‘u:
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Registered Number and/or Data of Instrument
Appointing Attorney
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Schedule 2 - Ergon Energy Annual Review 1999 — page 13- Project Cost

wall be 1o implement =

e la it

THE YEAR iN BRIEF
Throughout the course of the yeor, the group completed o
significant number of projects across reglonal Queensland,
Including the S50 million Carpentaria Minerals project,
cannection of Hayman Island 1o mainfand supply,
construction of a mojor network for tho operation of South
Viatker and Copabella mines in Cantral Queensiand, and
replacement af the Birdsville and Bedourle power slations.

The Carpentaria Mincrols projoct was completed ofter three
years of extensive and complax design and construction,
with mare than 400 il of 220 kY powedi
connacting cleciricity supply from the Mico Creck Power
Station to tha Posminco Century Zine mine. Along the way,
ehactricity supply was ako connacted to Ernest Henry Mine
near Clancurry, Hilton and Gunpowder. The project, the
catalyst for exponsion of the mining industry in North-West
Q. fand, des o plotform for furthar of
raml Queenslond and provides an oppartunity for remote
communities in the Burke Shire to be connected to the
eleclrichty ghd in the future.

A supply agreerrent secured during the year with B

WORKPLACE SAFETY
Monagement of Woskploce Heolth and Sofety Issucs
continued to be o priority for the group during the year.

The focus wos on risk manogesrent in the Ergan Energy

Trust, owners of Hoyman Istand in the Whitsundays, will see
Ergon Energy connect mainland cloctricity supply to the
S.star internoticnal tourist resort in November this year.

The $8 miflion praject, ane of the lomest of its kind ever
underiaken fn Ausirolio, irwalves the laying of o confinuous
lengtht of undi cable for 30 kil from Shute
Marbaur to the island.

kpl This involved identification of hazards in the
workploce and reduction of risks thraugh siructured risk
assassment processes.

Cur high sofely standorde wera reconnised this year, with the
Mackay and Capricornio regions achicving 5-stor recognition
fror: the Nationol Safaty Council of Austrolia far their
workploce Meolth and Sofely monagemant systems.

The objoctive for the coming twalve rronths will be to
develop o consistent appraach to workplace haalth and

sofety across ol Ergon Energy operations. This will involve
the implementation of conwron systams and processes.

1392499_1
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Schedule 3 — Customer Connection Agreement — 1t Amendment copy

&

DRAFT

Customer Connection Agreement
(Hayman Island)

1*' Amendment to Agreement

Ergon Energy Corporation Limited
(ABN 50 087 646 062)

Permanent Trustee Australia Limited
(ABN 28 008 412 913) as Trustee of BT Hotel Trust

Pagei
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DATE

AMENDMENT TO AGREEMENT

PARTIES

ERGON ENERGY CORPORATION LIMITED {ABN 50 087 646 062) (the "Distributor")

PERMANENT TRUSTEE AUSTRALIA LIMITED (ABN 28 008 412 913) AS TRUSTEE
OF BT HOTEL TRUST (the “Customer")

RECITALS

A

C.

D.

The parties are parties to a negotlated connection agreement (for connection to a
distribution network) dated 5 November 1998, which records the arrangement between the
Distributor and the Customer in relation to the provision by the Distribuior to the Customer
of customer connection services in respect of the Facllity; (“the Customer Connection
Agreement").

The Distributor will upgrade the Shutehaven Substation In June 2007. On the completion
of these Works the Distributor will transfer the Shutehaven Substation and associated
mainland assets from the unregulated asset reglster to the regulated asset register. From
1 July 2007 regulated network charges will apply for these mainland assets, and the
unregulaled network charge for these mainland assets will cease, apart from a monthly
charge which represents the remaining ROA component of the mainland assets under the
existing Customer Connection Agreement. The existing unregulated charge for the
undersea cable and other Distributor owned assets on the Island will continue.’

The regulated network connection point for Hayman Istand will be on Stoney Beach where
the existing bundled cables terminate.

The parties wish to amend the Customer Connection Agreement in the manner set out in
this Amendment to Agreement.

OPERATIVE PROVISIONS

1.
11

1.2

INTERPRETATION

Definitions

In this Amendment, unless the context otherwise requires:
a) "Effective Date" means 1 July 2007.

b) Definitions In the Customer Connection Agreement apply in this Amendment
unless the context requires otherwise or the relevant term is defined in this
Amendment.

Interpretation

In this Amendment, uniess the context otherwise requires:

a) the singular inciudes the plural and vice versa;

b) a reference to any gender includes all genders;

Page 1
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1.3

5.2

) a reference to an individual or person includes a corporation, firm, partnership, joint
venture, association, authority, trust, state or government and vice versa;

d) a reference to any agreement or document is to that agreement or document (and,
where applicable, any of its provisions) as amended, novated, restated or replaced
from time to time;

B) a reference to any party to this. Amendment or any other document or arrangemsnt
includes that party's executors, administrators, substitutes, successors and
permitted assigns; and

f where an expression is defined, another part of speech or grammatical form of that
expression has a corresponding meaning.

Headings

In this Amendment, headings are for convenience of reference only and do not affect
interpretation.

AMENDMENT OF CUSTOMER CONNECTION AGREEMENT

On and from the Effective Date the Distributor and the Customer agree that the Customer
Connection Agreement is amended in accordance with the amendments detalled in
Schedule 1 to this Amendment.

EFFECTIVE DATE

This Amendment takes effect, and the parties agree to be bound by the Customer
Connection Agreement as amended by this Amendment, from the Effective Date.

COSTS

Each party shall bear and is responsible for its own costs {including without limitation legal
costs) in connection with the negotiation, preparation, execution, completion and carrying
into effect of this Amendment.

LAW AND JURISDICTION

Governing Law

This Amendment is governed by the law In force in Queensland,

Submission to Jurisdiction

The parties submit to the exclusive jurisdiction of the courts exercising jurisdiction in
Queensland and any courts that may hear appeals from those courts in respect of any
proceedings in connection with this Amendment.

GENERAL

Balance of Document Unaffected

Nothing contained In or effected by this Amendment abrogates, prejudices, diminishes or

otherwise affects any powers, rights, remedies or obligations of any person arising before
the Effective Date.

1392499_1
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6.2

Counterparts

This Amendment may be executed In any number of counterparts and all of those
counterparts taken together constitute one and the same instrument.

Page 3
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SCHEDULE 1 - AMENDMENTS TO THE CUSTOMER CONNECTION AGREEMENT

Amendment of Clause 8.1 (a)

Clause 8.1 (a) is amended by:

1) delsting the following:

“(a)

The Customer must pay to the Distributor the charges being:

[(}] the Fixed Charge;

(i) & Demand Charge for the Authorised Level;

(i)  an Energy Charge; and

(ivi  any part of charges levied on the Distributor by Powerlink, thet the

Distributor is permitted at law to pass on to the Customer, unless it
is already Included in paragraphs (i) to (iif).

The amounts applicable other than for paragraph (iv} at the commencement of this
Agreement are specifled in ltem 10 of Scheduis 1. In respect of the Fixed Charges
referred to in Clause 8(a){i), [l per month will remain constant for the
duration of the Inifial Term and will not be subject to Clause &.2."

2) & replacing with the following:

“a)

The Customer is responsible for payment to the Distributor of all charges
billed under this Agreement. The Customer must pay to the Distributor the
charges being:

(i) Regulated Charges

All network charges associated with the regulated network
connection up to but not including the 22kV undersea cable at
Stonsy Beach as apptoved by the Jurisdictional Regulator; and

Any part of charges levied on the Distributor by Powerlink, that the
Distributor is permitted at law to pass on to the Customer, unless it
is already included in paragraph (i).

and,

{ii) Unregulated Charges

Charge 1

The fixed charges for the unregulated network assets associated

with the supply of electricity from Stonsy Beach to the Island,

these assets being the undersea cable and other distributor Owned assets
on the Island.”

Page 4
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Charge 2

The fixed charge representing the unrecovered asset network charge
component of the assels which have now been transferred to the
Distributors Regulated Network.

The amounts applicable at the commencement of this Amendment to
Agreement are specified in ltem 10 of Schedule 1. In respect of the Fixed
Charge 1 per month will remain constant for the duration of the
Initial Term and will not be subject to Clause 8.2 or increases by the
jurisdictional regulator.”

Amendment of Clause 8.2 (e)
Clause 8.2 (e) Is amended by:
1} deleting the following:
“Should an outage exceed 24 hours for any reason (whether caused by Force
Majeure or otherwise), the charges will be adjusted on a pro rata daily basis for
every day (or part thereof) for the period from the time of the outage until full supply
is provided. This applies to all charges in 8.1(a) except for the Energy Charge."

2) & replacing with the foliowing:

"Should an outage excead 24 hours for any reason (whether caused by Force
Majeure or otherwise), the charges will be adjusted on a pro rata daily basis for
evary day (or part thereof) for the period from the time of the outage untll full supply
Is provided. This applies only to the unregulated fixed charges In clause 8.1(a) (ii)."

Amendment of Schedule 1 item 7
Schedule 1 fem 7 is amended by:

1) Ineluding the following clause

"The parties agree that the fixed unregulated charges will be suspended for a 1
month pariod, for the month of June 2007 in accordance with clause 8.2 (g} - due
to the outage required to upgrade the Shutehaven substation. A period of 1 month

will be added fo tha initial term of 15 years, due to the suspension of the fixed
unregulated charges."

Amendment of Schedule 1 item 10
Schedule 1 Item 10 is amended by:
1) deleting the following:
"(8)  Fixed Charge
I -+ month

of which [ oer month is constant, not subject to Clause 8.2 or
increases by the jurisdictional regulator.

(b}  Demand Charge

Page 5
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)] Authorised Level

_of Authorised Demand/month

() Energy Charge

{charges based on MEB purchase of Hamilton Island's mainland assets at offered price
and estimated value of the contract for supply and delivery of the connection assets of

$7.638m)"
2) & replacing with the following:
‘(@) Regulated Charges
GST Exclusive Network Charges effective from 1 July 2007

Customer Hayman lsland

Transmisslon Node [dentifier (TNI)

Distribution Loss Factor (DLF/Cade)

Authorised Demand (AD) in kW

Average Demand (AD) in kW

Annual Energy in GwWh

DUQCS charges:

NDFC - Fixed Charge ($/day)

NDCG - Capacity Charge ($/kW of AD/month)

NDADC - Actual Demand Charge ($/&W/month)

| NDVC - Volume Charge (3/Wh)

TUOS charges:

NTFC - Fixed Charge ($/day)

NTCC - Capacity Charge ($/kW of-AD/monih)

NTCGC - Commen Setvice & General Charge ($/day)

NTVC - Volume Charge ($/kWh)

_ 0
4 I 3
o

Where the actual demand exceeds the authorised demand in any one month, the actual demand will be substituted for

the authorised demand in the calculation of the DUOS and TUOS Capaclty Charges for that month,

Page 6
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{b) Unregulated Charges
Fixed Charge 1 - |l per month GST Exclusive.

{of which [ per month is constant, not subject to Glause 8.2 o
increases by the jurisdictional regulator)

Fixed Charge 2 - [l per month GST Exclusive®
Amendment of Schedule 2
Schedule 2 - The Connection Point is amended by:
1) deleting the tollowing:
"Diagram A4400247 Issue A"
2) & replacing with the following:
"Diagram A4400247 Revision B"

Page 7
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Executed as an Agreement

SIGNED for and on behalf of
ERGON ENERGY CORPORATION
LIMITED by:

Signature of Manager Network Cannection &
Pricing

Name of Manager Network Canriection &
Pricing

Date:

SIGNED for and on behali of the
CUSTOMER by:

Signature of

Name of

Title:

Date:

Signature of Witness

Name of Witness

Signature of witness

Name of witness

Page 9
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Schedule 4 - 16/12/2005 — Ergon Letter
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Ref: MP 9/3/0043

16 December 2005

Carl Van Den Heever Road
Manager Engineering Services 22;,;6‘,,?5}’;{'3"2,,4
Hayman Island Resort PO Box 1090

Great Bartier Reef Townsville QLD 4810
QLD 4801

Dear Carl

ERGON ENERGY’S SHUTEHAVEN SUBSTATION UPGRADE: CHANGE OF COMMERCIAL
CONDITIONS - HAYMAN JSLAND’S CUSTOMER CONNECTION AGREEMENT

Thank you for taking the time to attend the recent meeting between representatives of
Hamilton Island, Hayman Island and Ergon Energy on 28 December 2005 - with regards
to Ergon Energy upgrading the distribution network to facilitate Hamilton |sland’s request
for an increased authorised demand to Hamilton Island.

At this meeting Ergon Energy presented a detailed proposal outlining what would be
required both technically and commercially to satisfy the requirements of all the parties. At
the conclusion of this meeting the parties agreed in principle to proceed with the
distribution network upgrade under the commercial and technical conditions as outlined in
the summary documentation presented at the meeting.

As outlined In the proposal the planned network upgrade at Shutehaven Substation will
effect the current commercial terms and network charges included in the Customer
Connection Agreement that is currently in place for the provision of network connection
services to Hayman lsland. Before proceeding with the upgrade works Ergon Energy
Corporation Limited (“Ergon Energy”) seeks final acceptance from Hayman Island
Resort (“Hayman Island™) under the terms and conditions as set out in our Offer below:

OFFERTO AMEND THE CURRENT CUSTOMER CONNECTION AGREEMENT BETWEEN
ERGON ENERGY AND HAYMAN ISLAND TO FACILITE ERGON ENERGY’S UPGRADE OF THE
SHUTEHAVEN SUBSTATION:

Ergon Energy has proposed to upgrade the Shutehaven Substation in 2007 to facilitate an
increase in the Authorised Demand capacity to Hamilton Island. Hayman island has not
sought an increase in Authorised Demand under the terms of their Customer Connection
Agreement at this time.

1. Ergon Energy Works - Scope

To satisfy Hamilton Island’s request for an increase in network capacity Ergon Energy will
be required to complete the foliowing distribution network upgraded works:

= Replace the 86/22kV transformer at Ergon Energy’s Shutshaven substation with a
16/20/25MVA ONAN/ONAF/ODAF On-Line-TapChanging unit, and recover the
22kV voltage regulators in both 22kV feeder bays.

* Replace 22kV transformer CTs with 750/5A units.

* Replace the 66kV CTs with 250/5A units.

* Upgrada the 22kV strung bus to 850A rating.

Page 10f7
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* Check condition and rating of all other substation plant, and adjust protection
settings to suit the new transformer.
= associated substation works as required

Ergon Energy will require & planned network outage to complete the Works. It is
anticipated this outage could be for a duration of up to two weeks. The outage will be
planned in advance, agreed and coordinated with representatives of both Hayman Island
and Hamilton tsland.

2, Current conneciion arrangements and charges

The existing Customer Connection Agreement between Ergon Energy and Hayman Isfand
commenced 1 June 1899 for a term of 16 years. The current rietwork charges includsd in
the Agreement comprise both a regulated and unregulated component.

* Regulated network charges apply up to the 66kV connection point adjacent to the
Shutehaven substation.

= All connection assets after this point are currently unregulated and charged
separately. The unregulated component of Hayman Island’s current network
charges include:

1. & comporient for the shared use of Ergon Energy's mainland assets which
include the Shutehaven substation (shared with Hamilton Island) and
bundled cable from the substation to Stony Beach; and

2. a dedicated component for the use of the undersea cabie to from Stony
Beach to Hayman Island.

The cumrent unregulated charge is billed on Hayman Island's franchise account as a
separate connection fee.

3. Unregulated Assets

Ergon Ensrgy's corporate direction for unregulated assests is based on the criteria that all
mainland assets to be regulated where possible, with unregulated assets to be either off-
shore or on customer's property. With the planned transformer upgrade project pending
Ergon Energy considers this an appropriate time to modify the existing connection
arrangement for both Hamilton lsland and Hayman Island to satisfy our current corporate
direction for unregulated assets. Hamilton Island and Hayman Island will also have to
agree to modify their existing Customer Connection Agreements / arrangements.

4. New connection arrangements and charges

On the completion of Ergon Energy’s Works, Ergon Energy will transfer the Shutehaven
Substation and assoclated mainland assets from Ergon Energy’s unregulated asset
register to the regulated asset registsr the regulated network connection point for both
Hamilton Island and Hayman Island will be on Stony Beach where the existing bundled
cables terminate.

From the time the Ergon Energy's Works are completed:

® A regulated network charge will apply for the use of ail Ergon Energy’s network
assets up to the naetwork connection point on Stony Beach.

Enquirigs: Mr Mark Palmer Telaphone: (07) 4951 1821 Page 2 of 7

E-mall: mark .paimer@sergon.com.au
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The current unregulated network charge for the share of the mainland assets
would discontinue.

The unregulated component of the network charge for the undersea cable will
continue under the terms of the current agreement.

An estimate of future network charges is included in Appendix A.

5. Contractual Considerations

To enable Ergon Energy to proceed with the Works and transfer of the Shutehaven
Substation and associated mainfand assets from Eigon Energy's unregulated asset
register to the regulated asset register the following actions will be required:

Hayman Island will need to agree to amend the Customer Connection Agreement
so that the mainland assets will become regulated assets, effective from when the
Works are complete.

Hayman Island will be required to pay out the remaining ROA compenent of the
mainland asset part of the Customer Connection Agreement, paid monthly over
the remaining term of the Agreement and effective from when the Works are
complete.

Ergon Energy will discontinue the unregulated charge for the mainiand assets,
effective from when the Works are complete.

The existing unregulated cherge for the undersea cable will continue.

Hamilton Island will also agree to terminate their existing unregulated charge
agreement, effective from when the Works are complete.

Ergon Energy to proceed with the transformer and substation upgrade project at
Shutehaven substation ~ the Works.

The cost of supply and construction of Works will be will be fully funded by Ergon
Energy.

Ergon Energy will transfer the mainiand assets to regulated when the Works are
completed.

6. Anticipated Works Completion Date

Ergon Energy’s anticipated Works completion date is expscted to be between June and
September 2007 subject to:

)

2.

An early acceptance of this Offer by Hayman Island. Ergon Energy can not
commengce any project development works until Hayman Island accepts the
conditions of this Offer in full;

Availability of the network outage required to enable Ergon Energy to complete the
Works (which is expected 1o be two weeks). Hayman Island agreeing to the
planned outage. The outage will be planned, agreed and coordinated with both
Hayman lsland and Hamilton Island;

Hamilton Island also accepting an Offerfrom Ergon Energy to change the
provisions of the current unregulated network connection arrangements;

Enquiries: Mr Mark Palmer Telephone: (07) 4951 1821 Paga3of7
E-mail: mark .palmer@ergon.com.au
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4. Suitable availability and supply of plant and equipment and the availability of
design and construction resources;
5. Delays caused by weat weather.

7. Acceptance of Offer

Tofinalise acceptance of this Offer, you will need to initial each page of this letter, sign the
attached acceptance slip and return to Ergon Energy Corporation Limited by 16 January
2008, one signed copy of this letter. Our offer is open for acceptance until 18 January
2006.

If our offer is not accepted by that date and Hayman Island subsequently seeks to
reconsider proceeding after that date, it will be necessary for us to review.our terms and
conditions and to make a new offer. Until such time as this offer is accepted in the manner
stated, no arrangements can be considered to exist for provision of Ergon Energy’s
Work’s to upgrade the network.

Connection Manager
Mark Palmer, Network Connection Manager, has been allocated to manage this project

for Ergon Energy. Mark can be contacted by telephone on (07) 4957 1821. The mailing
address Is PO Box 259, Mackay QLD 4740,

It you require additional information please contact Mark.
Yours sincerely

W:@@%{.\/\.

J M Dougan
MANAGER NETWORK CONNECTION & PRICING

Enqulries: Mr Mark Palmer Telephone: (07) 4951 1821 Page40of 7

E-mall: mark ,palmer@ergon.com.au
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Acceptance Slip

I/ We, Hayman Island Resbrt (ABN 17 070 662 627), agree to:

* Agree to a planned network outage, which Is required by Ergon Energy to
complete the Works, as referenced in ltem 1. This outage will be planned by Ergon
Energy and coordinated and agreed with representatives of both Hayman Island
and Hamilton Island;

* Agree to amend the current Customer Connection Contract to include the shared
mainland assets in the regulated network charges, effective from the time the
Works are complete;

’ ¢ Agree to pay out remaining ROA component of the sub and bundled cable part of
} the agreement as referenced in Item 5, paid monthly over the remalning term of
the agresment, effective from the time the Works are complete;

* Acknowledges that provision of these network connection services will be based
on a standard regulated network asset installation for all the mainland assets after
the completion of Ergon Energy’s Works as referenced in ltem 4;

s Acknowledge that the unregulated charge for the undersea cable will remain
unchanged;

* Acknowledge that this connsction is based och a single connection and is not
designed to withstand a credible single contingency. Accordingly, Hamilton Isiand
accepts that there may be interruptions in supply when outages occur.

SIGNED FOR AND ON BEHALF of HAYMAN
. ISLAND RESORT (ABN 17 070 662 627)
I by:

Slgnature of witness

(\7]9?,-‘/ DNy Ay VAL » g;q,m rDND‘S:»\‘: N

Na_me'of Name of witness

Date: 03' W' @6 1

Enquities: Mr Mark Palmer Talephone: {07) 4951 1821 Page 5 of 7
E-mail: mark .palmer@ergon.com.au
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Appendix A
ummary of th ated financial im| to Hayman Island.

*  Hayman Island will-be required to pay out the remaining ROA component of the mainland assets,
paid monthly over the remaining term of the Agreement (7 years) and effective from whan the Works
are complete - approximately. $12,800 per annum (@1 November 2007);

#  The monthly account will reduee by the unregulated charge amount for the mainiand assets,
anticipated to be $6270 per month ($75,242 perannum) effective from when the Works are
complete when the new transformer is commissioned (1 November 2007);

= The existing unregulated charge for the undersea cable wiil continue;

*  No changes to regulated charges other than as a result of normal franchise tarifi impact;

* It Hayman Island stay on franchise tariif, the monthly account will reduce by the unregulated charge
amount for the mainland assets;

®  If Hayman Island elect to enter the contestahle elsctricity market, neiwork charges will be increased
by $48,741 per annum (estimate based on approved 05/06 rates), Reduction in unregulated charge
amount ($75,242 per annum) still applias.

Note: ROA component of annual unregulated charges [ $52,378, PV of remaining 7 yoars $268,086; PV of
unregulated essets recoveredftranaferred Is $202,513; Shortfall = $65,575.

Relevant Data

3 ".. gge 10 ma S0 aSSels 4rda
Cost of Project Proposal Estimate $1,539,0

Existing - Hatnilion 6B00KW Max, 4210kW Average
Hayman 3400kW Max, 2660KW Average
Anticipated - Hamilion 9200kW Max, 7500kW Average
(Estimates)
Hayman_ 3400kW Max, 2660kW Average (No
changs}
Regulated Revenue (Annual)
N Current regulated DUOS
Hayman $191,045 @ 05/06 rates
Estimated revised regulated DUOS
{after 25MVA upgrade) Hayman $239,786 @ 05/06 rates
nregulated R hnual
Unregulated as'at 1/11/07
: \e, ' Hayman - Sub,bundle $75,242
Y\/U’ - Undersea cable $1,168,024
OF) " Revised unregulated -
(after 25MVA upgrade) Hayman - Sub,bundie Nil
- Undersea cable $1,166,924
Assumed Start Date New Sub 1 November 2007

Note: theso estimates ohly apply If the assets dre treated as regulated when the upgrade is done - assumed
start date 1 November 2007 - actual date will be the completion date of the Works.

@ﬁ@‘mﬁ N

=y ‘
[ 7 \\v\)
\ gf"r L Enquiries: Mr Mark Palmer Telephone: (07) 4851 1821 Page 6ot 7
v E-mail: mark .palimer@ergon.com.au

1392499 _1



Existing Shutehaven 66/22kV Substation Schematic

Existing 66kV Regulated
Network Connection
Polnt.

Will remain until the
completion of the Works

Regulated Network
Connection Polint.
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Schedule 5 - Amended Customer Connection Agreement

Amended Customer
Connection Agreement

Ergon Energy Corporation Limited (Distributor)
Permanent Trustee Australia Limied (Customer)

=0y
ADDISONS

Level 12
60 Carrington Street
SYDNEY NSW 2000
DX262 SYDNEY NSW
Tel: +81 28915 10060
Fax: +61 2 8916:2000
www.addisonslawyers.com.au
Ref: SUIM.MUL690/4019
1369143_1
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NEGOTIATED CONNECTION AGREEMENT
(FOR CONNECTION TO A DISTRIBUTION NETWORK)

THIS AGREEMENT is made on the date specified in tem 1 of Schedule 1

Date:

Parties

(1)

@

Ergon Energy Corporation Limited (Distributor)
ABN 50 087 646 062
Address

Permanent Trustee Australia Limited as Trustee of BT Hotel Trust (Customer)
ABN 28 008 412 913
Address

IT IS AGREED:

1.
1.1

Term and Termination

Initial Term

1.2

1.3

1368143_1

Subject to clauses 1.2, 1.3(a) and 13.4, this Agreement commences on the Effective Date
and continues for the term specified in Item 7 of Schedule 1 {Initial Term).

Termination

Notwithstanding clause 1.1 or any other provision in this Agreement, if commisgioning of the
works s0 as 1o enable the Customer Connection Services to be provided is not completed
by 31 March 2000 either party may terminate this Agreement by notice in writing to the
other. This Agreement cannot be terminated other than in accordance with the provisions of
this clause, clause 1.3(a) or clause 13.4.

Further Agreement

(a)

(b)

Upon expiration of the Initial Term specified in Iltem 7 of Schedule 1, this
Agreement will automatically renew for the further term referred to in
clause 1.3(b)(i), unless prior to the date of expiration of the Initial Term ‘or within
twelve months thereafter, the Customer gives written notice to the Distributor that it
does not wish to renew this Agreement in which event this Agreement shall
terminate three months after the date of such notice or at the expiration for the
Initial Term, whichever is the later. Where such date of termination is after the
expiration of the Initial Term the Charges payable wuritil termination shall be
calculated in accordance with clause 1.3(b)(ii).

The terms of that further agreement are to be:
{i) a further term of 15 years or as may be muiually agreed;

(i) Charges payable will be based on the then current connection chargés
(with no regard to the capital and interést repayment of the. connection

21/01/2015 10:15:00 AM 1
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asset with the intention that the Charges will enable the Distributor to
recover depreciation (based on siraight line depreciation over 35 years),
operating and maintenance costs only); and

(iii) otherwise identical 1o the terms of this Agreement.

The Distribulor will provide Customer Connection Services for the Facility during
any further term in accordance with clause 2.1.

2. Customer Connection Services

21 Provision of Services by the Distributor

From the Effective Date, the Distributor must provide Cusiomer Connection Services to the
Customer using the Distributor's distribution network at the Corinection Point:

(a)

()

to allow the supply of electricity, as reduced by any electrical losses, from ihe
Transmission Network Connection Point via the Distributor's distribution network to
the Facility up 1o the Authorised Démand;

to permit the taking of electricity by the Customer to service the requirements of
the Facility, up to the Authorised Demand,

in accordance with the terms of this Agreement, the Code and the Eleciricity Act.

22 Acceptance of Services by the Customer

(@

(b)

()

(d)

1389143_1
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The Customer will;
(i) accept from the Distributor the services mentioned in clause 2.1; and

(ii) take eleciricity at the Connection Foint up to but not beyond the
Authorised Demand,

in accordance with the terms of this Agreement, the Code and the Electricity Act.
The Customer's obligations under this Agreement are not affected by the
continued existence, variation or termination of any other agreement including any
agreement between the Customer and the Retailer.

The Customer warrants that at the Effective Date it is lawfully entitled:

(i) under customer sale contracts with one or more retailers; or

(i) through transactions in the spot market,

to be sold electricity in quantities that are, at least, sufficient to enable the
Distributor to comply with its obligations or exercise its rights under this
Agreement. The Customer is aware of no reason why this should not remain the
case throughout the Term of the agreemeni.

Nothing in this Agreement affects the right of the Distribulor to exercise any of its

rights against the Retailer, save that the Distributor must nevertheless comply with
its obligations-to the Customer.

21/01/2015.10:15:00 AM 2
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3.2

3.3

3.4

Scope of Connection and Technical Specifications
Connection Requirements Applicable to the Customer

The Customer must ensure that; at all times during the Term, the Facility complies with the
Facility Connection Requirements.

Facility Technical Specifications

Unless ‘otherwise agreed the Customer must ensure that, at all times during the Term, the
Facility complies with, and is operated in accordance with, the Facility Technical Data.

Compliance Testing

At any time, after giving reasonable notice, the Distributor may inspect and, where
necessary, test the Facilily 1o satisfy itself that the Facility is acceptable for connection and
complies in all respects with the requirements of this Agreement, the Code and all relevant
Australian Standards.

Non-compliance
{(a) If at any time during the Term in the Distributor’s opinion:
(i there is a Fagility Deficiency; and

(i) that Facility Deficiency could have or is having a material adverse effect
on the Connection Point or the Distributor's distribution network to which
it is connected, if the Facility continued to be connected to the
Connection Point;

then {other than in the case of an emergency) the Distributor must give the
Customer a notice specifying the nature of the Facilty Deficiency and a
reasonable period (having regard to the nature of the Facility Deficiency and the
possible effect of the Facility Deficiency) in which to rectify the Facility Deficiency.

(b) If the Customer fails to remedy the Facility Deficiency to the satistaction of the
Distributor within the time specified in the Facility Deficiency Notice or in the case
of an emergency related to the Facility Deficiency, the Distributor may disconnect
the Facility from the Distributor's distribution network.

The Distributor will not be required to reconnect the Facility to the Distributor's distribution
network until the Customer remedies the Facility Deficiency to the entire satisfaction of the
Distributor.

4.1

1369143 1

Supply Reliability, Quality, Interruptibility and Other Customers

System of Supply

(a) Electricity delivered at the Connection Poirit will be provided from a three phase
system.

(b) Subject to the electrical characteristics of electricily which is supplied to the
Distributor's distribution network from the Transmission Network Connection Point
being in conformity with the requiremnents of the Code and subject to the-Customer
drawing a Steady Load, the electricity delivered at the Connection Point will be:

(i) at a nominal voltage as specified in ltem 8(a) of Schedule 1; and

21/01/2015 10:15:00 AM 3
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ii) within a range of voitage as specified in ltem 8(b) of Schedule 1.

(c) The Distributor must use its best endeavours to exercise its rights.and enforce the
obligations of Powerlink owed to the Distributor under the Code

42 Distributor Quality Standards

(a) The Distributor must operate and manage its distribution neiwork so that the
reliability and quality of supply requirements for the distribution network at the
Gonnection Point are in accordance with the Code and other applicable laws.

(b) The parties acknowledge that the agreed configuration for the connection of the
Facility does not include duplication of equipment and that a Credible Contingency
Event may cause loss of the capability to supply and accept electricity at the
Connection Point.

(c) The Distributor will prepare contingency plans for the restoration of supply 10 the
customer in the shortest reasonable time and will provide such contingency plans
1o the customer within six months of the date of this Agreement. The parties will
then negotiate in good faith to achieve agreement on the contingency plans

4.3 Other Customers

The Distributor may provide Customer Connection Services to any other person using the

Distributor's distribution network, including those parts used to connect or supply the

Customer provided that:

(a) when submitting information in support of the charges to the Jurisdictional
Regulator, the Distributor includes an appropriate recognition for the use of the
those parts of its distribution network which are used exclusively for supply of
electricity to the Customer ; and

(b) the supply does not adversely affect the Customer's use of any part of the
Authorised Demand or the supply of electricity to the Connection Point; and

(c) the Customer will not suffer loss or damage as a result of the provision of
Customer Connection Services to any other person by connecting the other
person to-the distribution network as long as the Customer is complying with the
provisions of this Agreement, all relevant provisions of the Electricity Act, the Code
and other applicable laws.

It is provided however that if at any time it is propesed to provide Customer Connection

Services to any person other than the Customer using those parts of the Distributor's

distribution network usedto connect or supply the Customer, the Distributor shall first notify

the Customer of such proposal. If within 21 days of such nofification the Customer advises
that it will utilise that part of the capacity of the relevant part or parts of the distribution
network proposed to be used in respect of the proposal relating to the other person then the

Distributor will not enter into the proposed arrangement with that other person.

5. Authorised Demand and Authorised Load Swing
5.1 Authorised Demand

(a) Subject to any variation of the Authorised Demand made under this clause 5, the
Authorised Demand is the capacity specified in item 9 of Schedule 1,

(b) The Distributor is not cbliged to make supply available to a capacity greater than
the Authorised Demand + 10%.

1369148_1 21/01/2015 10:15:00 AM 4
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5.2 Variation of Authorised Demand by Customer

(a)

(b)

(d)

(e)

The Customer may by notice to the Distributor request an increase in the
Authorised Demand.

The Notice of Requested Increased Demand must state the number of kilowatts by
which the Authorised Demand is required to be increased and the. specified date
from which the increase is to be effective. The required increase shall not be less
than 500 kilowats.

The parties will then negotiate in good faith as to the conditions under which the
increase may occur and when it may occur,

A Customer may not:

(i serve a Notice of Requested Increased Demand more than once in any
period of twelve calendar months; or

(i) withdraw a Notice of Requested Increased Demand.

the Customer may request a reduction of the Authorised Demand by no more than
20% with two years notice and the Distributor will accept this request.

5.3 Variation by the Distributor

(a)

(b)

(c)

(d)

1369143 1
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Should any recorded monthly Maximum Demand exceed the Authorised Demand,
the Distributor may:

0] take no action other than substituting the Maximum Demand for the
Authorised Demand in calculating the Authorised Level and such
Authorised Demand for the remaining part of the Term (other than as
modified under 5.2(d) and (e));

(ii) require the Customer to take .action to ensure that the Authorised
Demand is not exceeded, using the procedure under clause 13; or,

iii) require the Customer 1o enter into good faith negotiations as to whether
an increase in the Authorised Demand is required.

The Distributor may temporarily discontinue the supply of electricity or reduce the
quantity of electricity to be supplied where:

(i) the Distributor, through any circumstances that are not due to its own
negligence or default, is temporarily unable 1o continue the supply of
electricity to the Customer or is temporarily required 1o restrict such
supply of electricity; or

{ii) the method of operation of the Customers plant results in undue
interference or damage 1o the Distributor's or the Transmission Network
Service Provider's works.

Should the Distributor need o interrupt supply for other than Force | Majeure,
timing is to be coordinated with the Customer.

Where the Distributor exercises its rights in clause 5.3(b), the Distributor must use
its best endeavours to ensure that any permitted reductions are of minimum
duration and consistent with the contingency arising.
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6.
6.1

6.2

6.3

1369143_1

Compliance with Authority, Code and Act

Parties to Comply

(a)

(b)

©

Notwithstanding anything else contained in this Agreement:

i) the Distributor must comply with its distribution authority, the
Code, (except where the Code permils this Agreement to prevail where it
is inconsistent with the Code), the Electricity Act, applicable laws.
Directives and Authorisations: and

(ii) the Customer must comply with the Code, the Electricity Act, applicable
laws, Directives-and Authorisations,

despite that compliance being inconsisient with any term of this Agreement and
resulting in breach of a term of this Agreement.

If a party becomes aware of an inconsistency mentioned in clause 6.1(a), that
party must notify the other party as soon as practicable of the inconsistency. The
parties must negotiate in good faith to modify this Agreement to resolve the
inconsistency but neither party is obliged to agree to any modification.

If a party’s breach of a provision of this Agreement (other than it$ obligationis in
clause 6.1(a)) occurs as a result of complying with its obligations under
clause 6.1(a) then the other party will not have any right or remedies with respect
to that breach under this Agreement.

Authorisations

Each party will obtain, and use its reasonable endeavours to maintain, all Authorisations
necessary for it to perform its obligations under this Agreement.

Obligations of the Parties to Meet Improved Standards

(a)

()

If after the date of this Agreement:

(i there is a change in any law, or any Directive, or change in the Code,
which requires standards of technical performance by the Distributor in
the operation -of the Distributor's distribution network 1o be higher than
that which existed prior to such change; and

(i) in order for the Disiributor to comply with its obligations brought about by
such change it is necessary for the Customer to modify the operations,
or the manner of operations, of the Fagility;

then the Distributor may serve a notice on the Customer setting out the actions or
works the Customer must do 1o enable compliance with such change including
who is to bear the cost of carying out any works and whether any Charges must
be altered to take account of the cost of compliance with such change.

The nature of the actions or the works and who is 10 bear the costof the actions
and/or the works must be reasonable and appropriate in the circumstances.

Within thirty (30) days of its receipt of a notice under clause 6.3(a) the Customer
must give a notice to the Distributor;

(i) advising whether or not it accepts the matters in the notice; or
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©
(d)

(e)

(i) suggesting alternative options for dealing with works required for
compliance with such change, including the Distributor undertaking. the
works and charging the Customer for those works over a period of time.

If the Customer does not give a notice under clause 6.3(b), then the Customer will
be taken to agree with the matiers in the notice.

If the Customer gives a notice under clause 6.3(b), the parties shall meet to agree
on the works or actions that are required to be underiaken to enable compliance
with the change referred to in clause 6.3(a).

If the parties cannot reach agreement on the works or actions to be undertaken in
accordance with clause 6.3(d) within 30 days, then the dispute resclution process
in clause 18 will apply.

71

7.2

1369143 1

Metering

Responsible Person

This clause applies if the Distributor is the person who has the responsibility for the
provision, installation and maintenance of the Metering Equipment for the Connection Point
and therefore is the responsible person for the purposes of Chapter 7 of the Code with the
associated responsibilities as set out in the Code.

Terms and Conditions on which Distributor agrees to be the Responsible Person

(a)

(b)

()

(d)

(e)

U]

@

(h)

Metering Equipment, including the necessary current transformers, voltage
transformer, and communications equipment, must be provided, owned, and
maintained by the Distributor. Such equipment shall be fitted with reverse running
detents to prevent the registration of electrical energy flows back from the
Customer to the Distributor’s distribution network.

It the Metering Equipment was installed prior to the date of this Agreement, title in
the Metering Equipment will be deemed to be held by the Distributor.

The Customer shall meet the costs of any modifications to the Metering Equipment
required 1o ensure compliance with the Code.

Where check metering is installed it must be maintained by the Distributor in
accordance with the level of accuracy of check metering required under the Code.

In the absence of a separate agreement between the parties, the Distributor will
act as the responsible person and as the Metering Provider and the Customer
must pay the Meter Charges as agreed between ihe parties. If the parties cannot

-agree, the dispute resolution procedure in clause 18 will apply.

Subject to any-contrary change in the Code or Act or Directives or Authorisation of
the Jurisdictional Regulator, the Meter Charges will be escalated at CPI.

The Distributor must deliver to the Customer an invoice for the Meter Charges in
the Account Period which includes the anniversary of the Effective Date.

The Gustomer must pay the amount set out in the invoice within 30 days following
receipt of that invoice.

The Customer, if a Second Tier Cusiomer, must pay any NEMMGCO Settiement
Charges levied upon the Distributor in relation to it being a Second Tier Customer.
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)] The Customer must pay the Distributor, within 30 days of receipt of notice
specifying the arnount payable, for any work performed other than Metering
Equipment maintenance resulting from a direction of NEMMCO, or at the request
of the Meter Data Agent, at the cost to the Distributor plus 10%.

(k) The Customer must provide reasonabile access to the Customer's premises for the
Distributor, and toad conditicns during normal working hours to allow the testing or
calibration of Metering Equipment at intervals as spacified in the Code.

8.1

1369143 _1

Charges and Billing

Charges

(a) The Customer is responsible for payment to the Distributor of all charges billed
under this Agreement. The Custormer must pay o the Distribuior the charges
being:
i Regulated Charges

All network charges associated with the reguiator network connection up
to but not including the 22kV undersea cable at Stoney Beach as
approved by the Jurisdictional Regulator; and

Any part of charges levied on the Distributor by Powerlink, that the
Distributor is permitted at law to pass on to the Cusiomer, unless it is
already included in paragraph (i).

and ;
(i) Unregulated Charges
harge 1

The fixed charges for the unregulated network assets associated with the
supply of slectricity from Stoney Beach to the island, these assets being
the undersea cable and other distributor Owned assets on the land.

Charge2

The fixed charge representing the unrecovered asset network charge
compenenti of the assels which have now been transferred to the
Distributors Regulated Network.

The amounis applicable at the commencement of this Amendment fo Agreement
are specified in ltem 10 of Schedule 1. In respect of the Fixed Charge 1

per month will remain constant for the duration of the Initial Term and will not be
subject to.clause 8.2 or increases by the jurisdictional reguiator.

(b) The parties acknowledge that the Charges payable by the Customer have been
calculated on the basig that the Distributor will enter into agreements and/or an
agreement which will enable the Distributor 1o have access to or use of certain
asseis presenily associated with the supply of electricity fo Hamilton Island in
sufficient. time prior to the Distributor providing the Customer Connection Services
to the Facility, s0 as 1o enable the Distributor 10 incorporate such assets in the
project for the provisions of Customer Conneciion Services io the Fagility. If such
agreement or agreements are not entered into in sufficient time prior to the
provisions of the Customer Connection Services, then the Charges and the
Effective Date will be altered as agreed between the parties having regard 1o the
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8.2

8.3

1369143_1

increased. cost to the Distributor as a consequence of the agreements or
agreement not having been entered into. If agreement is unable to be reached
then the dispute resolution procedure referred to in Clause 18 of this Agreement
shall apply.

Variation of Charges

(a)

(b)

(©)

Where:

New Charges

The parties acknowledge that the. Queensland Competition Authority is the
Jurisdictional Regulator at the Effective Date for the purposes of the regulation of
distribution network service pricing and will from lime {6 time fix the Charges.

If the Jurisdictional Regulator publishes a ruling after the date of this Agreement
the result of which is that the Charges to be levied by the Distributor are different
from those applicable under this Agreement at the date of the ruling, the Charges

'shall be adjusted so that they are in accordance with the ruling, and apply from the

date of commencement of the ruling.

If the Jurisdictional Regulator fails to approve charges for the relevant period, the
Charges shall be adjusted Quarterly in accordance with the following formula:

CPl
‘CPI Base

New Charges = 0ld Charges x

the Charges payable from the date of the adjustment;

Old Charges . means the Charges payable in the Quarler immediately

CPI

CPl gage

(d)

(e)

U]

preceding the new Quarter;

e GCPI in respect of the Quarter preceding the Quarter in which
the adjustment is to be made; and

= means the CPI in respect of the second last Quarter preceding
the Quarter in which the adjustment is to be made.

As soon as practicable after the last day of each Account Period the Distributor
must deliver to the Customer an invoice, detailing the calculation of the Charges
which became payable at the end of that Account Period, including details of the
measured quantities, billed quantities, prices and amounts charged for each
component of the Charges.

Should an outage exceed 24 hours for any reason (whether caused by Force
Majeure or otherwise), the charges will be adjusted on a pro rata daily basis for
every day (or part thereof) for the period from the time of the outage until full
supply is provided. This applies only to the unregulated fixed charges in
clause 8.1(ii).

If the Distributor becomes obliged to grant access o another customer through its
distribution system (including the submarine cable), the Distributor must adjust the
Charges as from the date of such access so that the return on assels to the
Distributor contemplated by this Agreement is shared between the Customer
under this Agreement and those other customers in proportion 1o their respective
Authorised Demands.

Payments
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MISSING

(a)

The Cusiomer must pay the Distributor the amount set out in the invoice (whether
disputed or not) within 10 days or as mutually agreed following receipt of that
invoice. It is acknowledged that the Customer may appoint the Retailer as its agent
{o make the payment under this clause.

PAGES 15 AND 16 FROM ORIGINAL CONTRACT

8.
10.

11.
11.1

11.2

11.3

1369143 1

Missing clause

Missing clause

Missing clause

Suspension of Obligation

(a)

(b)

(©)

For the duration of the Force Majeure the rights and Non-Financial Obligations of
the parties under this Agreement will be suspended in whole or in part, as the case
may require, io the exient that the ability of the Affecied Party to perform any of its
Non-Financial Obligations is adversely affected by a Force Majeure that is the
subject of a FM Notice or a notice given under clause 11.1(a)(ii).

Suspension of any Non-Financial Obligations under this Clause 11.2 will not affect
any rights or obligations which may have accrued prior to that suspension or, if the
Force Majeure affects only some Non- Financial Obligations, any other obligations
or rights of the parties.

The period of suspension under clause 11.2(a) of the Non-Financial
Obligations of the Affected Party will exclude any delay in the Affected Parly's
performance of those Non-Financial Obligations which is attributable to a failure by
the Affected Party to comply with clause 11.3.

Mitigation

(a)

&)

Subject to clause 11.3(b) the Affected Party will use all reasonable endeavours to
avoid or remove the circumstances constituting the Force Majeure and to mitigate
the effect of the Force Majeure and the other party will co-operate and give such
assistance as the Aifected Party may reasonably request in connection with the
Force Majeure.

Nothing in this clause 11 requires the Affecied Parly to settle any industrial dispute
otherwise than in a way that is commercially reasonable and no delay in making
the setilement will deprive the Affected Party of the benefit of clause 11.2(a)
provided that the Affected party has complied with relevant industrial orders,
awards or agreements.

End of Force Majeure Event

(a)

(b)

The Affected Party must as soon as reasonably possible after the end of a Force
Majeure resume performance of any obligation suspended as a result of it.

If the Afiected Party gave a Force Majeure Notice then the Affected Party must

give notice to the other party of the end of the Force Majeure as soon as
practicable after the end of the Force Majeure.
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12.

121

12.2

1369143 _1

Liability and Indemnity

Liability with Respect to Third Parties

(@)

)

The Cusiomer indemnifies and holds harmiess the Distributor and its officers,
employees and agents -against any and all third parly claims for loss, damage or
expense arising out of:

(i) the operation and maintenance of the Facility;

(i) a breach by the Customer of its obligations or warranties under this
Agreement,

except 10 the extent that any such claim has arisen direcily due 10 a negligent act
or omigsion, breach of contract or broach of statutory duty on the part of the
Distributor or its officers, employees or agents (1o the extent that the Distributor is
liable by the operation of Sections 96 and 97 of the Electricity Act or Section 78 of
the National Electricity Law {(whichever is applicable) or to the extent that the
Distributor is liable to the Customer for a breach of this Agreement).

The Distributer indemnifies the Customer and its officers, employees and agents
against any and all third party claims for loss, damage or expense arising out of:

(i) the operation or maintenance of the Distributor’s distribution network; or
(i) a breach by the Distributor of its obligations under this Agreement,
except to the extent that any such claim has arisen directly due to a negligent act

or omission, breach of contract or breach of statutory duty on the part of the
Customer or its officers, employees or agents.

Liability of Distributor

(a)

(b)

Notwithsianding the protective provisions, the Distributor agrees that it is liable (in
damages and otherwise) to the Customer for any total or partial failure to supply or
sell electricity or perform an obligation under this Agreement concerning the supply
or sale of electricity, but only if that failure was caused by:

(i) the negligence of the Distributor or a person acting for it; or

(i) contravention by the Distributor, or a persen acting for it, of the Electricity
Act, the Code or a condition of the Distributor's distribution authority; or

(iii) breach of duty on the part of the Distributor or a person acting for it
(whether the duty be imposed by statute or the Code).

Notwithstanding anything hereinbefore contained the Distributor shall only be liable
where Section 97 of the Act or Section 78 of the National Electricity Law applies or
where the Distributor is liable to the Customer for breach of the provisions of this
Agreement.

In this Clause, the protective provisions are:

(1) sections 96 and 97 of the Electricity Act 1994 (Qld); and

(i) section 78 of the Electricity - National Scheme (Queensland) Act 1997,

in each case as amended from time to time.
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{c) The Distributor agrees that it is liable (in damages and otherwise) 1o the Customer
for each breach of this Agreement, not being & breach constituting a total or partial
failure to supply or sell electricity or to perform an obligation under this Agreement
concerning the supply or sale of elactricity.

12.3 Disconnection at Request of the Retailer

(a) The Customer acknowledges that the Distributor may exercise any right it may
have under the Electricity Act to disconnect or reduce supply to the Customer
upon request by the Retailer. -

b) The Customer for itself, and .all persons claiming through i, releases and
discharges the Distributor and any of iis employees, officers, agents or contractors
from any claims (including legal cosls and claims for consequential loss), liabilities,
demands, actions, suits or proceedings in any way connected.with or arising out of
& disconnection or reduction of supply and at the request of the Relailer as
referred to in clause 12.3(a} and agress that this release and discharge may be
pleaded in defense of, and as a bar 1o, any such claims, liabilities, demands,
actions suits or proceedings.

) The Distributor will not disconnect the Cusiomer without consulting with the
Customer.

12.4 Limitation of Liability

Under no ¢ircumsiance and notwithstanding any other term or condition of this. Agreement
or any gther document, or any law, regulation, code, provision or other regulaiory
instrument, where die Distributor has liability to the Customer or is required to indemnify the
Customer the maximum amount payable by the Distributor under any .such liability and
indemnity shall be Il per week in total during any relevant period or periods for which
ihe Distributor shall be liable to the Custemer and the maximum total amount payable by the
Distributor during the term of this Agreement, any extension or at any other time relating 1o
this Agreement shall not exceed NN The amounts of [ =nd
shall be escalated annually in accordance with GPL.

13. DEFAULT AND TERMINATION
13.1 Default Notice

If a Default occurs, the Non-Defaulting Party may give the Defaulting Party a written notice
("Default Notice") specifying the Default that has occurred.

13.2 Cure Period
Upon receipt of 2 Default Notice, the Defaulting Party will have:

(a) in the case of a Financial Default, 7 days from the date of receipt of the Default
Notice to remedy that Default;

[(+)] in the case of a Performance Default which is capable of remedy, 30 days from the
date of receipt of the Default Notice 1o remedy the Default provided that the
Defaulting Party diligently pursues a cure of the Performance Detauli; or

(c) in ttie case of a Performance Default which is agreed by the parties (or in default
of agresment, determined in accordance with clause 18) 1o be incapable of
remedy:
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(d)

(i) 14 days, after the agreement upon, or determination of, the
Compensation within which to pay that Compensation to the Non-
Defaulting Party; and

(i) 14 days from the date of receipt of the Default Notice to take all
reasenable steps 1o prevent re-occurrence of the Performance Default;

in the case of an Insolvency Default, 30 days from the date of receipt of the Default
Notice to remedy the Default.

13.3 Remedy of Curable Performance Default

Any remedy of a Performance Default undertaken by or on behalf of a Defaulting Party must
be in accordance with Good Electricity Industry Praclice.

13.4 Rights of Termination

(a)

(b)

If the relevant Default remains unremedied at the end of the applicable cure period
the Non-Defaulting Party may at any time after the end of the cure period providing
the relevant Default is still, subsisting, terminate this Agreement by notice 1o the
Defaulting Party.

Termination of this Agreement by a party under clause 13.4(a) is without prejudice
to the other rights and remedies which a parly may have in respect of the Default.

13.6 Effect of and Remedies Upon Termination

(a)

(b)

(©

(d)

1368143_1

1392499 1

If either party elects to terminale this Agreement pursuant to its rights under
clause 13.4 then upon termination this Agreement will, subject to clause 13.5(c),
be of no further force and effect,

Upon termination of this Agreement, the party electing to terminate may do any or
all of the following, without prejudice 1o its rights at law or otherwise:

(i) sue the Defaulting Party to recover damages or Compensation for that
Default; or
(i) exercise all available legal and equitable remedies including injunctive

relief.or such other orders as it considers appropriate.

Upon termination of this Agreement by either party (and without prejudice to the
Distributor’s other rights and remedies) the Distributor may do any or all of the
following:

(i) subject to clause 13.6, de-energise the Connection Point;
i) disconnect the Facility from the Connection Point; and
(iif) decommission and remove any of its assels associated with the

Connection Point,

In"doing $9, the Distributor must not do anything 1o prejudice the operation of the
Plant and Facility.

Each party must remove any item of its property lecated on premises occupied or
under the control of the other party within 60 days of the date of termination and
must make good any damage done in doing so. Any property not so removed will
be taken to be abandoned,
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i3.6

13.7

Right to De-Energise

If the Distributer elects fo de-energise the Connectiori Point, it may only do so on it giving
14 days’ notice to the Cuslomer stating its intention to do so if the relevant Detault is riot
remedied within the applicable cure period and remains unremedied at the expiry of that
notice period.

Contingency Plans

The provisions of this clause regarding termination will be subject io the provisions of
clause 4.2(c). Where contingency plans referred to in clause 4.2(c) are applicable to any
circumstance which would otherwise constitute a default, neither party shall have a right of
terminating this Agreement.

14,

14.1

DISTRIBUTOR'S RECOVERY OF COSTS OF STRANDED ASSETS
Recovery Right
If this Agreement is terminated by the Distributor pursuant to clause 13 then, in addition 1o

all other monies payable by the Customer to the Distributor, the Customer will forfeit to the
Distributor the bank guarantee held under clause 9.

15.
15.1

i5.2

1369143 _i

ASSIGNMENT AND ENCUMBRANCE
By Customer

(a) The Customer must not assign, mortgage, charge or atternpt or purport | to assign,
morigage or charge any or all of its rights, title or interest f under this Agreement,
without the prior written consent of the Distributor.

(b) it the Distributor consents to an assignment the assignee must enter into a deed of
covenant in favour of the Distributor whereby the assignee agrees to be bound by
the provisions of this Agreement as if the assignee had been a party 1o this
Agreement in place of the customer.

(c) The Distributor agrees that it will not unreasonably withhold its consent to an
assignment, mortgage, novation or charge.

(d) The Distributor shall be under no obligation to consent to any of the matiers
referred to in this clause without first being satisfied that:

(i) it will not be disadvantaged as a result of giving such consent; and

(i) it will be in no worse position than it is under the provisions of this
agreement,

including but not limited to in relation to the execution of appropriate documents to
protect the Distributor's interests under this agreement, the provision of
appropriate financial security and the technical and financial capacity and
competence of any proposed third party.

In deciding whether or not it is satisfied, as referred 1o above, the Distributor's
decision must be made on an objective and reasonable basis.

By Distributor
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15.3

The Distributor may assign, morigage or charge any or all of ils rights or obligations under
this Agreement without the consent or approval of the Customer.

Alteration in Trust to Constitute Assignment
The following circumstances will constitute an assignment:

* The replacement or removal of Permarient Trustee Australia Limited as trustee of BT
Hotel Trust;

¢ The passing of a resolution or giving of a direction by a beneficiary of the BT Hotel Trust
for the winding up or termination of the BT Hotel Trust or for distribution of the BT Hotel
Trust fund;

The Customer shali give notice to thee Distributor forthwith upon any of the above matters
being proposed. The Customer shall continue to be bound by this Agreement until such time
as the Distributor has executed the Deed of Covenant referred 10 in clause 15.1(b) and from
that time the Customer shall cease o be bound by this Agreement.

16.

16.1

16.2

16.3

NOTICES
Notice

(a) A notice, account, communication or other document required or authorised to be
given or served upon a party under this Agreement ("Notice™) must be in writing in
the English language and may be given or served by hand, facsimile, prepaid post
or ordinary post 1o that party at its address or facsimile number specified in ltem 13
of Schedule 1 or such other address or facsimile number as that party may notify
in writing 1o the other party-in accordance with the provisions of this clause 16.

(b) Any Notice' sent by facsimile shall be confirmed and sent by mail, by hand or by
courier.

Deemed Setvice
A Notice or stalement given under this Agreement will be taken to have been given:
(a) in the case of service by hand, on delivery;

(b) in the case of service by facsimile, on the next Business Day after the same is
dispatched; and

(¢) in the case of service by certified mail and ordinary mail, onthe third Business Day
following posting.

Notice of Change of Retailer

If the Customer chooses to purchase electricity for supply to the Facility through the
Distributor's distribution network from a retail entity other than the retail entity specified in
ltem 4 of Schedule 1, the Customer must ensure that the Distributor is notified of the details
of that substitute retail entity.

17.

17.1

1369143_1

CONFIDENTIALITY

Information Confidential
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17.2

Except as is provided in clause 17.2, neither party will, withoul the conserit of the other party
at any time, whether before or after the expiration of the Term, divulge or communicate or
suffer or permit any of its representatives to divulge or communicate 10 any person any of
the contents of this Agreement or any information concerning the operation or carrying out
of or other implementation of this Agreement or any information which may come to its
knowledge in the course of carrying out the terms of this Agreement concerning the
operations, dealings, transactions, financial arrangéments or affairs of the other party.

Information may be Disclosed in Certain Circumstances
The restrictions imposed by clause 17.1 will not apply 1o the disclosure of any information:

(a) which is now in or hereafter comes into the public domain other than through a
breach of clause 17.1;

(b) which is required by the Code or any other law to be communicated to a person
who is authorised by the Code or any other law to recsive the information;

{c) 10 a court, arbitrator, expert or administrative tribunal in the course of proceedings
before it to which the party disclosing the information is a party;

{d) fo a financier or potential financier or potential purchaser of lie Facility (which in
this paragraph (d) includes any representative of any such person) of the
Customer in order to permit such financier to consider a request from the
Customer for the financing or refinancing of the Customer's works or operation
connected with its obligations under this Agreement or to any inveslors or potential
investors in the Customer provided that any such person, agrees to observe the
same or similar obligations as imposed by this clause 17;

{(8) to a party's consultants and advisers who undertake in writing to be bound by the
confidentiality undertaking in clause 17.1 as if they were a parly to i;

) 1o the Retailer or any prospective retailer 1o the Custorner of ¢lectricity for the
Facility to be delivered via the Distributor's distribution network;

(9) to any shareholding Minister under the Government Owned Corporatioris Act 1993
of the Distributor or under any Act of Queensland or to the Parliament of
Queensland or the Government of Queensland or any of its agengcies, including
the Queensland Electricity Reform Unit, with respect to any matter or thing relating
to the Distributor;

{h) which is required to enable the Customer's employees, financial advisers, brokers
and others to keep investors and potential investors in the BT Hotel Group
properly informed with regard to their investment or proposed investment in the
Group to the same exient as information is currently provided in respect of other
hotel properties acquired by the BT Hotel Group.

PROVIDED THAT in the event of any disclosure under paragraphs (b}, {c), {d), () (f) or (g)
it shall be expressly stated that information so disclosed is the subject of a confidentiality
agreement between the parties.

18.

18.1

1360143_i

DISPUTE RESOLUTION
Scope
(a) 1t both the Distributor and the Customer are Code participants or unless otherwise

expressly agreed to the contrary in this Agreement, the dispute resolution regime
provided for in Clause 8.2 of the Code applies to any disputes which may arise
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18.2

18.3

1369143_1

between the parlies under or in relation to this Agreement with respect to the
application of the Code.

(b) Unless otherwise expressly agreed fo the contrary in this Agreement, clauses 18.2
to 18.8 apply to any disputes which may aiise between the parties under or in
relation 1o this Agreement other than with respect 10 the application of this Code.

Chief Executive Resolution

The parties hereby agree that any dispute o be referred 1o the dispute resolution procedure
under this clause 18 on relevant matters arising out of this Agreement shall be referred in
the first instance to the chief executives of the parties for resolution. Failing such resolution
within ten (10) Business Days of the referral as aforesaid, the relevant dispute shall be
referred for resolution by an Expert in accordance with clause 18.3 below.

Expert

(a) Where any matter may be referred to an Expert pursuant to clause 18.2. or
otherwise in accordance with the terms of this Agreement, an Expert shall be
appointed by the parties, or in default of agreement upon such appointment within
ten (10) Business Days of their agreement 1o refer the maiter to an Expert or of it
being required pursuant to clause 18.2, in the case of financial matiers, by the
President for the time being of the Institute of Chartered Accountants, Australia,
and, in the case of fechnical matters, the President for the time being of the
Institution of Engineers, Australia.

(b) In any event, the Expert will:

()] have reasonable qualifications, commercial and practical experience in
the area of the dispute;

i) have no interest or duty which conflicts or may conflict with his function
as Expert, he being required 1o fully disclose any such interest. or duty
before his appointment; and

(iii) not be an employee of any of the parties or of their respective Related
Corporations.

(c) The Expert will:

(N promptly fix a reasonable time and place for receiving submissions or
information from the parties or from any other persons as he may think
fit;

(i) accept oral or written submissions from the parties. as to the subject
matter of the dispute within fourteen, {14) Business Days of his
appointment;

(iii) not be bound by the rules of evidence;

(iv) make his decision only in relation to matters expressly referred to an
Expert in accordance with Ciause 18.3{a) and will have no discretion 1o
come to any other decision on any mattér except with the prior
agreement of the parties;

(v) have power (in relation to changes to this Agreement reféired 1 1o the
Expert in default of agreement between the parties) fo
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18.5

18.6

i8.7
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{vi) order changes to this Agreement which are binding on the parties;

{vii) prior 1o making a binding determination, publish a draft detérmination to
the parties within twenty-eight (28) days of his appointment and
thereatter the parties may within thirty-four (34) days of his appoiniment
make written submissions on the same o the Expert and the Expert may
amend his draft determination prior to making his final determination; and

(wiii) state his final determination in writing within thirty-seven (37) days of his

appointment.
(d) The Expert must underiake to keep confidential matiers coming to his knowledge
by reason of his appointment and performance of his duties.
(e) The Expert will have the following powers:
[0)] to inform himself independently as to facts and if necessary technical

and/or financial matters 1o which the dispute relates;

{ii) fo receive written submissions sworn and unsworn writter statements
and photocepy documents and 1o act upon the same;

(iii) fo consult with such other professionally qualified persons as he in his
absolute discretion thinks fit; and

(iv) to take such measures as he thinks fit to expedite the completion of the
dispute resolution.

f) Any persont nominated as an Expert hereunder shall be deemed not 1o be an
arbitrator but an experi and the law relating 1o arbitration including the Commercial
Arbitration Act 1990 (Qld), as amended, will not apply to him or his determination
or the procedures by which he may reach his determination.

{Q) The dispute resolution will be held in Mackay, Queensland unless the parties
otherwise agree.

Decisions of Expert

In the absence of manifest error, the decision of the Expent will be valid and binding upon
the parties.

Costs

The costs of the Expert and any advisers will be borne by the parties equally.

Information and Representation

The parties will give the Expert all information and assistance- that the Expert may
reasonably require. The parties shall be entitled to be legally represented in respect of any
representations thiat they may wish to make 1o the Expert, whether orally or in writing.

Other Methods of Dispute Resolution

Instead of a dispute being referred 1o an Expert under clause 18.3 the parties may agree to
refer any dispute under this Agreement to arbitration in accordarice with the raies and

procedures of any arbitral body that the parties may, agree upon, or in accordance with such
rules and procedures as the parties may determine from time 1o time.
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18.8 Obligations Continuing
Notwithstanding a reference to the dispute resolution procedure in this clause 18, the parties
will, so far as it is reasonably practicable, continue to perform and comply with their
respective obligations under this Agreement.

19. GOVERNING LAW

19.1 Queensland
This Agreement is governed by and is to be construed in accordance with the laws of the
State of Queensland.

19.2 Courts
Each party irrevocably and unconditionally submits to the exclusive jurisdiction of the Couris
having jurisdiction in Queensland and courts of appeal from them.

20. MISCELLANEOUS

201 Stamp Duty
The Customer is, as between the parties, liable for and must duly pay all stamp duty
{including any fine or penalty) on or relating to this Agreement and any document executed
under it. If the Distributor pays any stamp duty (including any fine or penalty) on or relating
to this Agreement or any document executed under it, the Customer must pay that amount
to the Distributor upon demand.

20.2 Legal Costs
Subject 10 any express provision in this Agreement to the contrary, each party will bear its
own legal and other costs and expenses relating directly or indirectly 1o the preparation of,
and performance of its obligations under, this Agreement.

20.3 Amendment
This Agreement may only be varied or replaced by a document in writing duly executed by
the parties.

20.4 Rights Cumulative
Subject 10 any express provision in this Agreement to the contrary, the rights of a party
under this Agreement are cumulative and are in addition to any other rights of that party.

20.5 Approvals and Consent
Subject 1o any express provision in this Agreement 10 the contrary, a party may conditionally
or unconditionally give or withhold any conserit to be given under this Agreement and is not
obliged to give its reasons for doing so.

206 Further Assurance
Each party. will promptly execute all documents and do all things that any other party from
time to time reasonably requires of it to effect, perfect or complete the provisions of this
Agreement and any transaction contemplated by it.
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20.7 Preservation of Accrued Rights
The expiraticn or determination of this Agreement:

(a) will not affect the provisions expressed or implied to operate or have effect after
such expiration or determination; and

(b) will be without prejudice 10 any right of action already accrued 1o any | party in
respect of any breach of this Agreement by the other party.

20.8 Invalidity

If any term, clause or provision of this Agreement is or is taken or judged o be invalid for
any reason, such invalidity will not affect the validity or operation of any cther term, clause or
provision of this Agreement except to the extent necessary to give effect 1o such invalidity.

209 Entire Understanding

This Agreement embodies the entire understanding and agreement between the parties as
o the subject matter of this Agreement. All pravious negotiations, understandings,
representations, warranties, memorarida or cormmitments in relation 10, or in any way
affecting, the subject matter of this .Agreement are merged in and superseded by this
Agreement and are of no force or effect whatever and no parly is liable to the other party in
respect of those matiers. No oral explanation or information provided by any party 1o the
other party affects the meaning or interpretation of this Agreement or constitutes any
collateral agreement, warranty or understanding between the parties.

20.10  Liability of the Customer
Notwithstanding anything else contained in this agreement:

(a) the Distributor acknowledges that the Customer enters into this Agreement only in
its capacity as trustee of BT Holel Trust and not otherwise and that all of the
obligations or warranties of the Customer pursuant to this Agreement are
undertaken or given by it only in its capacity as trustee of that Trust; and

(b) the Distributor acknowledges that the Customer's liability pursuant to this
Agreement is limited to the Customer's right of indemnity out of the assets of BT
Hotel Trust from time to time and in no circumstances will the Customer be liable
to pay or satisfy any of the obligations imposed on it by this Agreement, express or
implied, out of any assets held by the Customer personally, as trustee of any other
trust or on behalf of any other person.

The limitation of the Customer's liability as contained in this Clause does not affect
the rights of recovery of, or the amount that may be recovered by the Distributor
under the Bank Guarantee referred o in clause 9;

(c) It is acknowledged that the limitation of liability referred to in subclause {b) above
applies notwithstanding an assignment by or the replacement of Permanent
Trustee in its capadity as Trustee of BT Hotel Trust as the Customer, whether with
or without the consent of MEB, and whether with or without & Deed of Covenant
being executed as required by the Agreement.
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20.11  Trustee Provisions

The Gustomer in its capacity as Trustee of the BT Hotel Trust represents and warrants to
the Distributor that:

(i Sole Trustee: it is the only trustee of the BT Hotel Trust;

(i) No removal of Customer: to the best of the Cusiomer’s knowledge and
belief no resolution has been passed or direction or notice been given
removing the Cusiomer as trustee of the BT Hotel Trust;

(iii) Authority: it has power and authority as trustee of the BT Hotel Trust to
enter into and perform its obligations under this Agreement;

(iv) Authotisations: to the best of the Customer's knowledge and belief, it
has taken all necessary action to authorise the execution, delivery and
performance of this Agreement and the transaction contemplated by it in
accordance with their terms;

() Right to Indemnity: it has a right to be indemnified out of the BT Hotel
Trust Fund in respect of obligations incurred by it under this Agresiment
in accordance with the terms of the BT Hotel Trust Deed;

(vi) No Termination of Trust: no resolution has been passed or direction
been given by the beneficiaries of the BT Hotel Trust for the winding up
or termination of the BT Hotel Trust.

21. INTERPRETATION
211 Contracting Out of Electricity Act

The parties agree that Sections 40G{a) and (b) and Section 40E(e) of the Electricity Act do
not.apply to this Agreement.

212 References

Whilst the parties acknowledge that the Distributor has power in cerfain circumstances to
interrupt or disconnect supply of electricily to the Customer and/or Facility subject to the
provisions of clause 4.3, the Distributor shall use its best endeavours to as far as possible
avoid such interruptions or disconnections.

21.3 Amendments
Any reference to “this Agreement” or 10 any other agreement or document is a reference to
this Agreemeni, or, as the case may be, the relevant other agreement or document
(including any schedule thereio) as amended, supplemented, assigned or novated from time
to time and includes a reference to any document which amends, waives, is supplemental to
or assigns or novates this Agreement or, as the case may be, the relevant other agreement
or document.

2id Legisiation
A reference to:
(a) the Code, any other code, Australian Standard, guideline or instrument or any

provision of any of them includes any variation revision or replacement of that
code, standard, guideline, instrument or provision;
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(b) a statute, ordinance, licence or other law includes regulations arid other
instruments under, and consolidations, amendments, re-enactments, extensions or
replacements of that statute, ordinance licence or law; and

(c) a person which has ceased 0 exist or has been reconstituted, amalgamated,
reconsirucied or merged or the funclions of which have become exercisable by
any other person in its place is taken to refer to the person established or
constituted in its place or by which its functions have become exercisable.

Group References

A reference to a thing (including, without limitation, an amount) is a reference 1o the whole

and each part of it and a reference to a group of persons is a reference to any-one or more

of them:.

References to Persons

(a) The word 'person’ or 'entity" includes a natural person, firm, body corporate,
partnership (whether limited or otherwise), joint venture, trust, unincorporated
association and an authority.

(b) A reference 1o a person includes a reference to the person's executors,
administrators, successors, substitutes (including, but not limited to, persons
taking by novation) and assigns.

Gender and Plurals

{a) A reference to-one gender includes all genders.
(b) The singular includes the plural and vice versa.
Period of Time

If a period of time is specified and the period:

(a) dates from a given day or the day of an act or event, it is to be calculated exclusive
of that day; and

(b) commences on a given day or the day of any act or event,
it is to be calculated inclusive of that day.
References to Time

Unless expressed otherwise, a reference to:

{a) time is a reference to Brisbane time;
()] a day is a reference to a period of time commencing immediately after midnight
and ending the following midnight;
(c) areference to a week is a reference to the period of time commencing immediately
after midnight each Saturday and ending 7 days later; and
(d) a month is a reference 10 a calendar month.
21/01/2015 10:15:00 AM 22
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21.10

Definitions

If a word or phrase is specifically defined in this Agreement, then other parts of speech and
grammatical forms of that word or phrase have corresponding meanings. .

21.11 Headings
Headings are inserled for convenience and do not affect the interpretation of this
Agreement.

21.12  Including
A reference to "including” means including without limitation.

21.13  Measurement
Measurements are in System Internationale (S.1.) units.

21.14  Money
References to monetary amounts are 10 be taken to be expressed in Australian currency:

22. Definitions
In this Agreement, the following words and expressions have the following respective
meanings, uriless the context otherwise requires:
Account Period means the period specified in Item 12 of Schedule 1.
Affected Party means a party which is prevented from or delayed in performing any of its
Non-Financial Obligations for reasons attributable to a Force Majeure.
Autherisation means any approval, authorisation, authority, ceriificate, consent, exemption,
filing, licence, notarisation, permission, permit, recording, registration, ruling, statutory
required policy of insurance, waiver, and any renewal or variation of any of them, by, from.or
with a Government Agency or Code Agency.
Authorised Demand means the maximum rate of half hourly Demand in kilowatts that the
Cusiomer is permitied under the terms of this Agreement. The quantity is specified in ltem 9
of Schedule 1.
Authorised Level means the charge set out in ltem 10(b)(i) as amended by clause 8.2(c)
for the Authorised Demand per month.
Bank Bill Rate means the pne month Australian Bank Bill Swap Reference Mid Rate
specified by Reuters Monitor Service page BBSY at or about 10.00 am (Sydney time) on the
first Business Day of each calendar month provided that if the Bank Bill Rate cannot be so
determined, then Bank Bill Rate shall mean such. rate as may be determined in accordance
with the dispute resolution procedure in clause 18.
Business Day means a day, other than a Saturday, Sunday or public holiday upon which
the banks are open for business in Brisbane.
Charges means an amount the Customer must pay to the Distributor for Customer
Connection Servicss.
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Coade means:

(a) the Market code under the Electricity Act until the commencement of the National
Electricity Code under the National Electricity (Queensland) Law; and

(b) the Code under the National Electricity (Queensland) Law after its commencement
under the Electricity — National Scheme (Queensland) Act 1997.

Code Agency means any one or more of;

(a) the entity which, from time fo time, administers the market under the Code;

(b) the entity which, from time to ime, operates the market under the Code;

(c) the System Operator;

(d) the peérson or entity which, from time to time, regulates the electricity market in the
State; or

(e) any agent acting on behalf of any of the above.

Compensation means compensation for loss or damage suffered by a Non-Defaulting
Party as-a result of Detault payable in accordance with this Agreement, as agreed between
the Non-Defaulting Party and the Defaulting Party or pursuant o the dispute resolution
procedure in clause 18.

Connection Assets has the meaning given in the Code.

Connection Point means the connection point between the Facility and the Distributor's
distribution network as described and shown diagrammatically in Schedule 2.

CPI means the consumer price index published by the Australian Bureau of Statistics in
Catalogue 6401.0-Table 1, Consumer Price Index - All Groups - All Gapital Cities or if the
index is suspended or discontinued, the index substituted “for it by the Australian Bureau of
Statistics.

Credible Contingency Event has the meaning given in the Code.

Customer means the corporation specified in ltem 3 of Schedule 1.

Customer Connection Service has the meaning given in the Electricity Act.

Default means a Financial Default, Performance Default or an Insolvency Default.

Default Notice means a written notice given by the Non-Defaulting Parly to the Defaulting
Party specifying the Default that has occurred.

Defaulting Party means, in relation to a Default by the Customer, the Customer, and in
relation to a Default by the Distributor, the Distributor.

Default Rate means the rate of two per cent (2%) per annum above the then current Bank
Biil Rate.

Demand means twice the number of kilowatt hours measured, in respect of the Connection
Point by the Metering Provider as being supplied to the Customer by the Distributor during
any one half hour period.
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Demand Charge means the charges set out in ltem 10(b) of Schedule 1 relating to the
Authorised Level as amended under clause 8.2(c).

Directive means any present or future requirement, instruction, direction or order of a
Government Agency or Code Agency which is binding on or which would customarily be
observed by a reasonable and prudent owner, operator or designer of facilities such as the
Distributor's distribution network (in the case of the Distributor) and the Fagility (in the case
of the Customer), and any modification, extension or replacement thereof from time to time
in force.

Distribution Authority has the meaning given in the Electricity Act.

Distribution Entity has the meaning given in the Electricity Act.

Distribution Network has the meaning given in the Code.

Distributor means the distribution entity specified in ltem 2 of Schedule 1.

Distributor's automatic disconnection equipment means equipment installed by the
Distributor which may automatically disconnéct the Facility from the Distributor's distribution
network in order to protect the Distributor's distribution network.

Effective Date means the date specified in ltem 6-of Schedule 1.

Electrical Installation has the meaning given in the Electricity Act.

Electricity Act means the Electricily Act 1994 (QId).

Electricity Industry has the meaning given in the Electricity Act.

Energy Charge means the charge set out in ltem 10(c) of Schedule 1 as adjusted under
Clause 8.2(c):

Escalated at CPI means, where it is used in relation to a number in this agreement, the
number is 10 be adjusted by reference to a factor (not less than one):

(a) the numerator of which is the CPI in respect of the last -Quarter preceding the
Quarter in which the adjustment is to be made; and

(b) the denominator of which is the CPI for the second last Quarter preceding the
Quarter in which the adjustment is to be made.

Expert means a person who is appointed in accordance with the dispute provisions under
clause 18.

Facllity means the Customer's elecirical installation or-premises particularised in ltem 5 of
Schedule 1.

Facility Connection Requirements means the requirements specified in Schedule 3.
Facility Deficiency means where the Facility does, not comply in any respect with the
requirements of this Agreement, the Electricity Act, National Electricity Law, the Code or
relevant Australian Standards.

Facility Deficiency Notice means a nctice given under clause 3.4(a).

Facility Technical Data means the requirements specified in Schedule 3.
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Financial Defauit means:

(a) afailure by a party to pay Compensation within 10 Business Days after the amount
of such compensation has been agreed or finally determined to be due; and

{b) a failure by a partyto pay any amount (including interest thereon) as and then due
under this agreement and a failure 1o remedy such non-payment within
10 Business Days after written demand therefor from the other Party.

Financial Obligation means an obligation under this Agreement o pay or cause io be paid
an amount of money.

First Tier Customer has the meaning given in the Code.

Fixed Charge means the charge set out in Item 10(a) of Schedule 1 as adjusted under
clause 8.2(c).

Force Majeure means any event, act, occurrence or omission, or combination of them,
which (notwithstanding the observance of good eleciricity industry practice) is beyond the
reasonable control of the party affected thereby, which may include, without limitation, the
following:

(a) acts of God, lightning strikes, earthquakes, floods, droughts, storms, mudslides,
radioactive or chemical contamination, explosions, fires or other natural disasters,
acts of war, acts of public enemies, riots, civil commotions, malicious damage,
sabotage, blockades and revolutions;

(b) industrial disputes;

(c) action or inaction by any Government Agency, including a denial, refusal or failure
to grant any Authorisation;

(d) mechanical and electrical breakdown and failure of equipment which is not due to
any negligence or fault on the part of die Distributor;

(e) failure of suppliers {being parties with whom the party affected may contract from
time to time) of goods and services 1o provide such goods or services by reason of
force majeure.

FM Notice means notice given under clause 11.1(a)(i) of the occurrence of Force Majeure
by the Affected Party to the other party.

Good Electricity Industry Practice has the meaning given in the Code.

Government Agency means a government, a govemment department, a governmental,
semi-governmental or judicial person or a person {(whether autonomous or not) charged with

-administration of any applicable Law. The term includes NEMMCO.

Insolvency Default means, in réspect of the Customer:

(a) a receiver, a receiver and manager, an 2dministrator or other controller is
appointed in respect of the Customer or the Cusiomer's -estaie or interest in the
Facility and such appointment has not been revoked, discharged, stayed, enjoined
or withdrawn within 20 Business Days of the appointment of any encumbrancer
who takes possession of the assels or undertaking of the Seller and does not
relinquish possession within 20 Business Days thereof;
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(b) after all final appeal rights have been exhausted, any execution or other like
process of law in respect of an amount exceeding $100,000 is issued against or
levied upon the Customer's estale or interest in this Agreement or the
Facility and is not paid out, satisfied or withdrawn within 20 Business Days of the
date of issue against or levy upon such estate or interest;

{c) a liquidator or provisional liquidator is appoinied or an order is made or an effective
resolution is passed for the liquidation of the Customer and such appointment,
order or resolution is not revoked, discharged, stayed, enjoined or withdrawn
within 20 Business Days or the Customer eniers irio an arrangement or
composition with its creditors within the rmeaning of the Comporations Law,

{d) a failure 1o satisfy, have withdrawn or set aside, a statutory demand under
Section 459F of the Corporaticns Law; or

(e) a resolution has been passed or direction given by the beneficiaries of the BT
Hotel Trust for the winding up or termination of the BT Hotel Trust or for
distribution of the BT Hotel Trust Fund,

and, in respect of the Distributor:

(a) anything analogous to that in (a) to (d) above;

(b) the Governor-in-Council authorising the regulator to take over the operation of the
Distributor pursuant to section 130 of the Electricity Act.

Instantaneous Demand means the rate in kilowatls at any particular time, measured by
equipment provided by the Distributor, at which electricity is delivered at the Connection
Poirit.

Jurisdictional Regulator has the ‘meaning given in the Code, and at the time of
commencement of this agreement, the Jurisdictional Regulator is the Queensland
Competilion Authority.

Maximum Demand means the maximum demand in kilowatts recorded in any month.

Meter Charges shall be the meter charges agreed in accordance with clause 7.2(8) and
adjusted in-accordance with clause 7.2(f).

Metering Equipment means those devices complying with Australian Standards which
measure and record the production or consumption of electrical energy Metering Provider
has the meaning given in the Code.

National Electricity Law means Electricity - National Scheme (Queensland) Act 1997
(Qid).

NEMMCO mearis National Electricity Market Management Company Limited ACN 072 010
327.

Network has the meaning given in the Gode.

Won-Defauiting Party means the Disiributor where the Defaulting Party is the Customer
and, the Customer where the Defaulting Party is the Distributor.

Non-Financial Obligation means an obligation under this Agreement that is not a Finangial
QObligation.
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Notice includes a notice, account, communication or other document required to be given or
served upon a parly under this Agreement

Notice of Requested Increased Demand means a riotice given under Clause 5.2(a).
Performance Default means, in respect of either party, a party’s failure to perform or
comply with any of its Non-Financial Obligations while that obligation is not suspended by
the provisions of Clause 11.2.

Power System Security and Reliabily Standards has the meaning given in the Code.

Powerlink means Queensland Electricity Transmission Corporation Limited ACN 078 849
238 trading as Powerlink Queensland.

Premises has the meaning given in the Electricity Act.

Quarter/Quarterly means a period of three consecutive calendar months commencing on
1 January, 1 Apnil, 1 July and 1 October in each calendar year.

Responsible Person has the meaning given in the Code.

Related Corporation has the meaning given in the Corporations Law

Retailer means the retail entity nominated in tem 4 of Schedule 1 as varied from time to
time by the Customer and notified to the Distributor under clause 16:3 or the actual retail
entity supplying the Customer's Facility via the Distributor's distribution network, if different.
Retail Entity has the meaning given in the Electricity Act.

Sell has the meaning given in the Electricity Act.

Second Tier Customer has the meaning given in the Code.

State electricity entity has tfie meaning given in the Electricity Act 1994,

Steady Load means a load with Instantaneous Demand that does not vary by more than
10% during any half hour period commencing at any time.

System Operator has the meaning given in the Code.
Initial Term means the period specified in item 7 of Schedule 1.

Term means the period, in accordance with clause 1, from which this Agreement
commences:and during which this Agreement c¢ontinues, including any renewals.

Transmission Network Connection Point means the connegtion point or points as
specified in ltem 15 of Schedule 1 at and from which eleciricity purchased by the Customer
from the Customer's Retailer will be fed into the Distributor's distribution network for delivery
to the Customer under this Agreement.

BT Hotel Trust means the BT Hotel Trust established under the BT Hotel Trust Deed.

BT Hotel Trust Deed means the Deed of Trusi dated 18 March 1996 between the
Customer, BT Funds Management Limited (ACN 002 916 458) and Permanent Trusiee
Company Limited {ACN 000 000 993) as varied by a Supplemental Deed dated 8 May 1996.

BT Hotel Trust Fund means the property held on trust by the Customer as trusiee under
the BT Hotel Trust Deed.
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Escalated Annually at CPI means, where it is used in relation to a number in this
agreement, the number is to be adjusted by reference to a factor (less than one):

(a) the numerator of which is the CP! in respect of the last quarter preceding the
quarter in which the adjustment is to be made; and

(b) the denominator of which is the CP! for the fifth last quarter preceding the quarter
in which the adjustment is to be made.

NEMMCO Settiements Charges - Any charges that NEMMCO may allocate to second tier
customers to cover NEMMCO's settlements costs.

Meter Data Agent - Agent appointed by the Retailer or Customer to provide metering data
to NEMMCO for settiements
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ftem 1:

item 2:

ltem 3:

Item 4:

item 5:

Item 6:

ltem 7:

Hem 8:
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Date of Connection Agreement

Date 5 November 1998

Name & Address of Distributor

Mackay Electricity Corporation Limited

(Trading as "MEB”)

ACN 078 848 889

POBox 259

MACKAY QLD 4740

Name & Address of Customer

Permanent Trustee Australia Limited

ACN 008 412913

in its capacity as trustee of BT Hotel Trust, its successors, administrators and
permitted assigns

Ground Floor

23-25 O'Connell Strest

SYDNEY NSW 2000

Name & Address of initial Relail Entity

Central Electricity Retail Corporation

(Trading as “Ergon Energy”)

Ground Floor, 61 Mary Street

BRISBANE QLD 4000

Details of Facility

The electrical system of the Hayman Island Resort — a tourist destination on
Hayman Island Refer to Schedule2 for Electrical equipment ownership
boundaries.

Effective Date

The effective date will be a date as mutually agreed between parties.

Initial Term

The period of 15 years plus the aggregate of the periods for which paymient by the
Customer is suspenided under clause 8.2(e), to a maximum period of 16 years.

The parties agree that the fixed unregulated charges will be suspended for a
i month period, for ihe month of June 2007 in accordance with ciause 8.2(¢) — due
1o the outage required to upgrade the Shutehaven substation. A period 6f 1 month
will be added 1o the initial term of 15 years, due to the suspension of the fixed
unregulated charges.

@ Nominal Voltage
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b) Target Range of Voltage Magnitude

I
Rem 9: Authorised Demand
tem 10: (a)  Regulated Charges

GST Exclusive Network Charges effective from 1 July 2007

Customesr Hayman Island

Transmission Node Identifier {(TNI)

Distribution Loss Factor (DLF/Code)

Authorised Demand (AD) in KW

Average Demand (AD) in kW

Annual Energy in GWh

DUOS charges:

NDFC - Fixed Charge ($/day)

NDCG — Capacity Charge ($/kW of AD/month)

NDDC - Actual Demand Charge ($/kW/month)

NDVC - Volume Charge ($/kWh)

TUOS charges:

NTFC - Fixed Charge ($/day)

NTCC - Capacity Charge ($/kW of AD/month)

NTCGC ~ Cemmon Services & General Charge
(/day)

NTVC —Volume Charge ($/kwh)

| o
S ]
= v ]
@ (o]
=
Ny

{b)  Unreguiated Charges
Fixed Charge 1 - [l per month GST Exclusive.

(of which Il per month is constant, not subject to clause 8.2 or increases by
the jurisdictional regulator)

Fixed Charge 2 - [Jllper month GST Exclusive.
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fiem 11: Value of Financial Security

Initial Value

| First Anniversary

Second Anniversary

Third Anniversary

Fourth Anniversary

Fifth Anniversary

Sixth Anniversary

Seventh Anniversary

Eighth Anniversary

Ninth Anniversary

Tenth Anniversary

Eleventh Anniversary

Twelfth Anniversary

Thirteenth Anniversary

Fourteenth

Fifteenth

wwl'uuqlw

ltem 12: Account Periad
The account period will be monthly.
Rem 13: (@)  Customer

General Manager
Hayman Island

NORTH QUEENSLAND QLD 4801

Phorte: {07) 4940 1234
Facsimile: (07) 4940 5678

(o)  Distributor
Chiief Executive Oifice
MEB
PO Box 259
MACKAY QLD 4740

Phone: (07) 4957 1888
Facsimile: (07) 4951 2036

1369143 1 6/02/2015 5:57:00 PM
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item 14; Metering Provider
Mackay Electricity Corporation Limited.
ltem 15: Transmission Network Conneclion Point

Proserpine bulk supply substation

1369143_1 21/01/2015 10:15:00 AM 33
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Schedule 2 - The Connection Point
There will be three defined points in relation to this network connection contract,

1. Transmission Network Connection Point (as defined). This point is otherwise
kniown as the bulk supply point and is MEB's connection to the transmission
network (Powerlink).

2, Distribution Netwark Connection Point. This point may be defined as the point at
which the assets which are exclusively used by a single custorer are connecied
to the shared disiribution neiwork.

3. Connection Point. This is defined as the point at which the energy is deliversd to
the Customer and the electrical installation becomes the responsibility of the
Cusiomer.

Diagram is attached.

1369143_i 21/01/2015 10:15:00 AM 34
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Polnts of Connacticn Hayman Island

ilh
o

[ B ERGON ENERGY

- DORPORATION LTE scwurm|

' POINTS OF CONNECTION

HAYMAN ISLAND

7
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Schedule 3 - Facility Connection Requirement and Facility Technical Date
Code to apply.
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Executed as an agreement

: -46.
4
THE COMMON SEAL of MACKAY ;
ELECTRICITY CORPORATION ]
LIMITED was sffixed in accoriance with )
its Articles of Association was affixed hy: i
Sj ..... ofA o Ff IR
Cgﬁ’”""" e E o '
ég!dd / e T
Name of Anthorised Person (Pridt Name) Nathe of Authorised Person (Print Name})
Permanent Trustee Australia Limited ACN ;
008 412 913 by its duly constituted attorney ) -
(here insert name)
§___of'A
MULR, E St AT JRIDE ST > Aoy
Full Name of Attamey h
." 7 l.--y-llltlw---v...o‘cnn-cut‘tl.:—n.cln:a'--»--q----'.al R L R TR T R PR T TP P 1Y
H Regigtered Number and/or Date of Tnstrurnent

Appointing Attomey

\\mmm\m\mas\mm\am\m-wm-mmm
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Table 31 maps the list of Fee Based Services that the
AER included in Appendix B of its F&A Stage 1toa list of
services that Ergon Energy considers that it provides.

Table 31: Ergon Energy's Fee Based Services

Service Listed in F&A Stage 1 Appendix B Services that Ergon Energy Provities

Specification and design enquiry fees Subdivision Fees

Project Fees

De-energisation and Re-energisation De-energisation during business hours

Re-energisation during business hours

Re-test Re-Test Fee (e.g. if premises fails test the first time)
Supply Abolishment Supply Abolishment

Temporary supply services Metered Temporary Builders Supplies

Fault response—not DNSP fault Attend loss of supply

Wasted attendance Wasted truck visit

For completeness, Table 32 maps the list of Unregulated
Services that the AER included in Appendix B of its F&A
Stage 1to a list of services that Ergon Energy considers
that it provides. None of these services is regulated by the
AER or covered by this Regulatory Proposal.

Table 32: Ergon Energy's Unregulated Services

Service Listed in F&A Stage 1 AppendixB__Services that Ergon Energy Provides

Non-Distribution Services Non-Distribution Services at customers’ reguest

Ownership and operation of 33 Isolated Systems Generators;

Ownership and operation of 34 Isolated Systems Networks;

Ownership and operation of a network in the North West Minerals
Province (near Mount Isal;

An undersea cable;

Works for Powerlink;

Certain electrical assets within customers’ electrical installations;

Sale of Remote Area Power Stations and Solar PV Systems;

Notified Prices only;

Non-competing Retail entity selling to retail customers on Qld gazetted

Wholesale fibre telecommunications services;

IT Services to support Ergon Energy and ENERGEX's business

operations.
Distribution Services provided ina High load escorts - scoping and contractor approvals
competitive market: Watchman Lights - Provision and 0&M
» Highload escorts MDA Types 1-4

* Type 1-4 metering
*  Watchman lights

Erection of extra poles (on custorner's installation)

Location of underground cables

Voltage & Load Check - Fault Found on Customer's Installation
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Schedule 7 — Supporting Documentation — pages 13 & 14 of Section 03.01.01

2.1.5 Adjustments to recognise changes in service classifications that occur
on 1 July 2015

We own an undersea cable to Hayrman Island which, at the start of the regulatory control period
2010-15, was not included in the RAB for Standard Control Services but will be transferred to the
RAB for Standard Control Services at the commencement of the regulatory contro! pericd 2015-20.

In addition, there are Type 5-6 metering assets which, at the start of the regulatory contro! period
2010-15 were included in the RAB for Standard Control Services but will be removed the RAB for
Standard Control Services at the commencement of the regulatory control period 2015-20 by virtue
of the reclassification of Type 5-6 metering services as Alternative Control Services from 1 July
2015.

Table 3: Ergon Energy’s net adjustments to recognise changes in service classifications {$M nominal)

Standard Control Service RAB Value as at 1 July 2015

Asset Class affected

Hayman Island 22kV Undersea Cable | -rderground Sub-Transmission 7.31
Cables
less Type 5-6 metering Metering (61.60)
Net RAB adjustment (54.28)
i

Consistent with Schedule 1 clause 27.3 of the Reset RIN; the following sections provide details on:
» The applicable NER requirements relating to RAB adjustments due to service reclassifications
¢ The assets which are being included or removed from the RAB as at 1 July 2015.

2.1.6.1 Relevant NER requirements

Clause S6.2.1(e)(7) of the NER requires that:

The previous value of the regulatory asset base must be reduced by the value of an asset
where the asset was previously used to provide Standard Control Services (or their equivalent
under the previous regulatory system) but, as a result of a change to the classification of a
particular service under Part B, is not fo be used for that purpose for the relevant regulatory
control period.

And clause $6.2.1(e)(8) of the NER requires that:

The previous value of the regulatory asset base may be increased by the vaiue of an asset to
which this subparagraph applies to the extent that:

(i)  The AER considers the asset to be reasonably required to achieve one or more of the
capital expenditure objectives, and
{i)  The value of the asset has not been otherwise recovered.

This subparagraph applies to an asset that:

G361 01 - Ergen Energy’s Bullding Block Components
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() Was not used to provide Standard Control Services (or their equivalent under the
previous regulatory system) in the previous regulatory contro! period but, as a result
of a change fo the classification of a particular service under Part 8, is fo be used for
that purpose for the relevant regulatory control period: or

(i)  Was never previously used fo provide Standard Control Services {or their equivalent
under the previous regulafory systeim) but is to be used for that purpose for the
relevant regulatory control period.

The following sections sets out the adjustments to the RAB being proposed and how these are in
accordance with clause S6.2.1(e)(7) and clause S6.2.1()(8) of the NER.

2.1.5.2 Changes in RAB values due to service reclassifications - additions

We have a number of assets fo which clause 86.2.1(e)}(8) of the NER applies, including the
Hayman Island 22kV undersea cable. With the exception of this undersea cable, we have chosen
not to adjust the Standard Control Services RAB to include a number of asseis which previously
provided unregulated service during the regulatory control period 2010-15. This is because of the
complexity associated with extracting the asset values and the immaterial value of these assets
given their age.

The Hayman Island 22kV undersea cable meets the requirements of $6.2.1(e)(8) of the NER
because it:

« Has never previously been classified by the AER as providing Standard Control Services and
was never previously classified by the Queensland Competition Authority as providing
Prescribed Services (the equivalent of Standard Control Services) under previous regulatory
arrangements

» Wil be used for the provision of Standard Control Services in the regulatory control period
2015-20

+ Have not been otherwise recovered by customers of Standard Control Services or Prescribed
Services

» Isrequired to achieve the following capital expenditure objectives:

(1) Meet or manage the expected demand for Standard Control Services during the
regulatory control period 2015-20

(2) Comply with all applicable regulatory obligations or requirements associated with the
provision of Standard Control Services

We have confirmed, in discussions with the AER in May 2014, that the Hayman Island 22kV
Undersea Cable will be inciuded in the Standard Control Service RAB from 1 July 2015. This is
because the undersea cable, substation and associated assets provide distribution services which
are consistent with the AER'’s Classification of Services for Standard Control Services.

We have adjusted the Standard Control Services opening RAB in the PTRM for the regulatory
control period 2015-20 to recognise the written down value of the Hayman Island 22kV Undersea
Cable (from our unregulated asset register) as at 2015-16 (the year in which it transfers to the
RAB). The asset value of $7.31 million is added to the Underground Sub-Transmission Cables
asset class in the PTRM as an opening RAB adjustment (i.e. it is not recognised as capital
expenditure in 2015-16).

GIB1GT - Ergcn Eneray’s Bulding Bioc
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Schedule 8 — 26/11/2013 Ergon Letter
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incers Stre whsville QLD

H!rgon.com.au

26™ November 2013

Mr Grog Timar

Mulpha Australia Limited
Levsl 5, 98 Macquarie Street
Sydney NSW 2000

Dear Greg,

We refer to the Customer Connection Agreement between Ergon Energy Corporation
Limited (Ergon Energy) (as successor in law of Mackay Electricity Corporation Limited)
and The Trust Company (PYAL) Limited (Hayman Island) dated § November 1998 and
dus to expire on 30 June 2014 {Connection Agresment).

Giving the impending expiry of the Initial Term of the Connection Agreement, a legal and
regulatory review of the Connection Agreement has been undertaken.

This review resulted in a finding thet, in applying Charges in accordance with the terms of
the Connection Agreement, Ergon Energy is in breach of its obligations under the National
Electricity Law.

Accordingly, Ergon Energy must promptly act to ensure compliance with that Law, as
required under clause 6.1(a)(f) of the Connection Agresment.

This lefter constitutes notice under clause 6.1(b).

Ergon Energy must immediately move to recalculate the Charges (at least going forward)
to reflect the fact that the undersea cable provides Standard Control Services to Hayman
Island — effectively, all of the assets will be classified as providing regulated services
under the National Electricity Law.

That is, Ergon Energy has no basis for classifying these assets as unregulated going
forward.

Ergon Energy would iike to commence negotiations to enter into a new Customer
Connection Agreement with Hayman Island as soon as possible to mitigate any breaches
of the relevant legisiation.
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Network Charges — expected changes (all figures are exclusive of GST)
The sstimated annuel sharges to be incurred under the Connection Agreement for 2013-

14 are:
Category Estimated usage for year Estlmated annual charge
Distribution Use of System Authorised Demand 3.4MW $478,111
Charges Average Demand 2.4MW
Annusal energy 16.4GWh
Transmission Use of System | Authorised Demand 3.4MW $366,778
Charges Average Demand 2. 4MW
Annual energy 16.4GWh
Unregulated Charges $1,196,352
Total $2,041,241

Indicative annual charges under a new, compliant, agreement {based on 2013-14 prices)

Category Estimated usage for year Estimated annual charge
Distribution Use of System Authorised Demand 3.4MW $1,811,255
Charges Average Demand 2.4MW
Annual energy 16.4GWh
Transmission Use of System | Authorised Demand 3.4MW $366,778
Charges Average Demand 2.4AMW
Annuel energy 16.4GWh
Unregulated Charges $Nit
Total $2,278,033

The alternative to the above is consideration by Hayman Island to purchase the undersea
cable and associated equipment located on the island.

We look forward to entering into discussions with you at your earliest conveniencs to
discuss and proceed with negotiations to enter into a new Customer Connection

Agreement.
Please contact Jane Schober on 07 4432 8755 or Jane.schober@srgon.com.au to
discuss.
Kind Regards
Digitally signed by Jane
Schober
Jane | Dimpee.
e
Schober mmaeme

Darte; 2013.11.26 15:34:24
+10'00°

Jane Schober

Major Customer Intelligence & Performance Manager, Major Projects

Ergon Energy
Phone: 07 4432 8755
Mobile: 0439 725 213

Email: jane.schober@ergon.com.au

Ergon Energy Corporation Limited ABN S0 OB7 646 062
Ergon Energy Queensiand Pty Ltd ABN 11121177 802 page 2
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From: Greg Timar [mailto: GTimar@mulpha.com.au]
Sent: Monday, 23 December 2013 7:28 AM

To: SCHOBER Jane (NQ)
Subject: FW: Letter re Hayman Island connection agreement

Hi Jane
Apologies for the delay in replying.
| refer to our discussions and your letter to me dated 26 November 2013,

Whilst we don't necessarily agree with the contents of your letter or Its conciusions, it might be best at
this stage if Ergon clarified the basis upon which it believes that it is now providing Standard Control
Services (and the date upon which Ergon believes that it commenced to provide such Standard
Control Services).

In addition, you state in your letter that Ergon in applying the Charges in accordance with the terms of
the Connection Agreement is in breach of ifs obligations under the National Electricity Law. Please let
me know which obligations under the National Electricity Law you believe that Ergon is in breach of
and when such breaches first commenced.

We will be in a better position to respond to your letter when you have provided the clarification and
information requested above.

Rgds.

Greg

Greg Timar

Director Group Asset Development & Projects / Mulpha Australia Limited [Mulpha Australia
Limited]MAIL Level 5, 99 Macquarie Street, Sydney, NSW, 2000 PHONE +612 9239 5516 FAX +612
9239 5509 MOBILE +61 419691 209 EMAIL

<mailto.GTimar@muipha.com.au> WEB www.mulpha.com.au <hip: I, mulpha.com.au>
[cid:imade008.ipa@01CFOC5A. 92 E40240]<httn://www.sanciuarycove.com/events/sanctuary-cove-
christmas-carnival>

Disclaimer: The content of this e-mail is intended solely for the use of the Individual or entity to whom
it is addressed. If you have received this communication In error, be aware that forwarding It, copying
it, or in any way disclosing its content to any other person, is strictly prohibited. If you have received
this communication in error, please notify the author by replying to this e-mail immediately.

Error! Unknown document property name.
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Schedule 10 — 8/1/2014 Ergon Letter
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From: "SCHOBER Jane (NQ)" <jane:schober@eraon
Dats: 8 Januaty 2014 10:15:37 am AEST

To: Greg Timar <GTimar@mulpha.com.au<mailto.:GTimar@mulpha.com.au>>
Subject: RE: Letter re Hayman Island connection agreement

Hi Greg,
Thank you for your email and apologies for the delay in responding due to my absence-on leave,

Ergon Energy Corporation Limited {Ergon Energy), as a distribution network service provider (DNSP)
under the National Electricity: Rules (the Rules) (as established under the National Electricity (South
Australia) Act 1296 (SA) and applied as a law of Queensland by way of the Electricity — National
Scheme (Queensland) Act 1997 (Qld)), is subject to an economic regulatory regime that is broadly
designed to result in Ergon Energy pricing services as if it were part of a competitive market and not a
monopoly service provider.

The economic regulatery regime under the Rules broadly provides for services provided by DNSPs to
be classified in a certain manner, and, once this classification is applied, then either the pricing
applicable fo, or the revenue recoverable from, those services is regulated by the Australian Energy
Regulator (AER). This is a highly compléx process and Ergon Energy is not able to provide advice to
Hayman Island as to the specific operation of this regime.

However, Ergon Energy notes that, very generally:
a distribution system includes:

o adistribution network, being apparatus, equipment, plant and buildings used to convey, or
control the conveyance of, electriclty to customers; and

o  connection assets, which broadly provide for the connection of the customer to the distribution
netwark at a physical point (where the customer's assets meet the DNSP's assets);

the undersea cable comprises apparatus and equipment used to convey electricity to Hayman
Island, and thus forms part of Ergon Energy's distribution network and hence its distribution system;

any services provided by means of, or in connection with, a distribution system are classified as
either unclassified or direct control services. For services classified as direct control services either
the price for these services, or the revenue recoverable in respect of the provision of these services,
is regulated under a distribution determination;

direct control services are subdivided into standard control services and alternative control
services, where standard control services are regulated based on a total revenue requirement; and

the AER classifies the operation and maintenance of Ergon Energy's distribution network as
direct control services and more specifically as standard control services.

On this basis, Ergon Energy considers that the service of operating and maintaining the undersea
cable is a standard control service and Ergon Energy's revenue recoverabie from such service must
be-determined in-accordance with the building block determination promulgated by the AER in its
distribution determination valid for the period 1 July 2010 to 30 June 2015. Further, the prices fo

recover that revenue must be determined in accordance with the Rules and distribution-determination.

Clearly, the commercial prices stated in the:Connection Agreement have not been calculated in
accordance with:this building block determination and Rules, and hence Ergon Energy considers that
it needs to amend its prices to comply with the requirements of the Rules.

Prior to' 1 July 2010, the relevant jurisdictional regulator for Ergon Energy was the Queensland
Competition Authority (rather than the AER), and the relevant economic services were classified in a
different manner to those applying today. Accordingly, at this stage, Ergon Energy has not attempted
1o review the precise service classification applicable for the period prior to 1 July 2010, although it

Errorl Unkncwn document property name.
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nates that Ergon Energy's regulatory proposal to the AER in July 2009 stated that the operation of the
undersea cable was treated by the QCA as an unregulated service under that prior regime based on it

pre-dating the National Electricity Code (now the Rules).

Unfortunately, Ergon Energy has not been able to locate an analogous applicable exemption under

the current regime.

Greg | am happy to discuss this further with you and clarify any further queries.
Thanks for your help with this matter.

Regards,

Regards,

Jane Schober
Major Customer Inteliigence & Performance Manager, Major Projects Ergon Energy Leve! 5, 420
Flinders Street Townsville QLD 4810 PO Box 1090, Townsville QLD 4810 P 07 4432 8755 M 0439
725 213 F 07 4432 8051 E jane.schober: on.com.au<mailto:jane.schober@ergon.com.au>

>

ergon.com.au<hitp:/fer

Emrorl Unknown document property name.
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Schedule 11 - 19/2/2014 Mulpha Letter
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Mulpha Australis Limited
ACN 002 88E 039
ARN 44002 428 039

£\ L. L5,99 Macquarie Street, Sydney NSW 2000 Australia
MULPHA  T6l25238550 ol 202398599
wew.mulpha.comau

19 February 2014

Australlan Energy Regulator
Sent by email to 1 X

Dear Sir or Madam
Written Submission to AER re Ergon Determination 2015-2020

We understand from the AER website that the proposed closing date for submissions in relation
to the Ergon Determination referred to above is close of business on 19 February 2014 (today).

As you might be aware, thers is an undersea cable which supplies elactricity to Hayman Island.
Hayman island is effectively controlled by the Mulpha Group. We have a long term contract with
Ergon in relation to the undersea cabia.

A dispute has arisen In relation to the fundamental terms of the confract (In particular whether it
should continue to be considered an unregulated asset under the Code), which we were hoping
to be able 1o resolve with Ergon before the closing date for submissions. Undortunately, this has
not yet occurred although we have a teleconference scheduled with Ergon for next week at
which we hope to be able to resolve this dispute.

# the dispute can be resolved during that teleconference then there Is no need for us to make a
more formal submission. However, if the dispute cannot be resolved then we would like to
provide a formal submission to the AER at that stage.

Whilst we appreciate that such a submission would be recaived by the AER after the proposed

closing date for submissfons, we trust that the AER understands the reasons for the lateness of
the submission and the fact that this lateness is caused only by the parties trying to resolve the

dispute without making submissions to the AER which might ultimately be unnecessary.

Please let me know as soon as pessible if you have any questions in relation fo the above.

Yours since@!y P

Director Group Assets Development & Projects

¢c. Jane Schober, Major Customer Inteliigence & Performance Manager, Ergon Energy
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From: SCHOBER Jane {NQ} <jane.schober@ergon.com.au>

Sent: Tuesday, 25 February 2014 10:20 AM

To: Greg Timar; DOYLE Jenny {FN); LINDSAY Fiona (ERGON); FRASER Trudy (ERGON); Stevan
Mackay; Fiona Lindsay

Subject:  Hayman Island - undersea cable and associated substation assets

Hi all,
Thank you again for your time yesterday.

The meeting was held to discuss Ergon Energy’s advice regarding the service of operating and
maintaining the undersea cable and substation assets as-a standard control service (SCS).

Attendees were:

Greg Timar, Director Group Assst Davelopment & Projects / Mulpha Australia Limited
Steven Mackay, Addisons Lawyers

Fiona Lindsay, Legal Counsel, Commercial

Trudy Fraser, Manager Regulatory Affairs — Policy & Regulation

Jane Schober, Major Customer Intelligence & Performance Mahager

" 8 & 0 e

Discusslon held on the decision to classify the provision of the assets as a SCS )

- Ergon Energy considers that, under the operation of the National Electricity Law, the National
Electricity Rules and the AER's Final Distribution Determination, the relevant services are
classified as standard control services and hence the price for these services must be
calculaed in accordance with-Chapter 6 of the Rules, and there is nothing In any of these
documents that specifically permits this service to be exduded from the economic regulatory
ragime.

- Mulpha consider that as the AER did not specifically challenge Ergon Energy's submission as
1o the assets being unregulated, they should not be treated as SCS.

- Mulpha has referred matter to staff within AER

- Ergon Energy to refer matter to AER and advise outcome to Mulpha

Regards,

Jane Schober

Major Customer intelligence & Performance Manager, Major Projects
Ergon Energy

Level 5, 420 Flinders Street Townsville QLD 4810

PO Box 1090, Townsville QLD 4810

P-07 4432 8755 M.0439 725 213 F 07 4432 8051

E jane.schober@ergon.com.au

ergon.com.au

or privileged information and is intended for the sole use of the person(sg)
to whom it is addressed. If you are not the intended recipient, or the
person responsible for delivering this message to the intended recgipient,
please notify the sender of the wmessage or send an e-mail to
mailto:help.desk@ergon. com.au immediately, and delete all copies. Any

- Thig e-mail (including any attachments) may contain confidential

unauthorised review, use, alteration, disclogsure or distribution of this e-
mail by an unintended recipient is prohibited. Ergon Energy accepts no
responsibility for the content of any e-mail sent by an employee which is
of a personal nature. Ergon Energy Corporation Limited ABN 50 087 646
062
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Schedule 13 — 27/2/2014 Mulpha Letter

From: Greg Timar

Sent: Thursday, 27 February 2014 4:46 PM.

To: Jane Schober (jane.schober@ergon.com.au)
Ce: Emma Lloyd

Subject: Hayman

Hi Jane

Our read of the agreement Is that the requirement for us to provide financial security should have

lapsed in November of last year.

Can you please confirm whether. this is your understanding.
Thanks

Greg

GREG TIMAR _

Level 5, 99 Macquarie Street, Sydney, NSW 2000
4612 9238 5516 4612 9239 5599 ¢ = +61 418 691 209
GTimar@mulpha COM.EU 15 W, mulpha com.au

Error! Unk ! property name.
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From: "SCHOBER Jane (NQ)" <jane. schober@ergon.com.au<mailto:jane schober@eraon.coin.aLi>>

Date: 28 February 2014 4:28:00 pm AEDT
To: Greg Timar <GTimar@mulpha.com.ausmailto:GTimar@mulgha.com.au>>
Cc: Emma Lloyd <ELloyd@mulpha.com. ilto: .cont.
Subject RE: Hayman T

Hi Greg,
My apologies for the delay in responding to you.

A-copy of the Bank Guarantee is attached. It notes that it commences upon practical completion of
the undersea cable. Our records state that the Connection Agreement commenced on 1 June 1999,
so it appears that this may be the effective-date to also ‘apply to the Bank Guarantee.

The Connection Agreement has-an initial term of 15 years from the effective date, making it 30 May
2014. However, due to works on Hamilton Island, Hayman Island had a month's outage, which, under
the provisions of the Agreement, is added to the term, making the end of the initial term 30 June
2014.

The Bank Guarantes is a declining bank guarantee which declines on each anniversary of the date of
practical completion of the undersea cable, finally declining to zero on the 15 year anniversary. Given
the abave, it appears that this is likely to be 30 May 2014.

Accordingly, it appears that the bank guarantee did not end in November 2013, but rather will end on
30 May 2014. | have asked our Credit area to seek confirmation on this from ANZ and will let you
know the outcome.

Cheers and have a good weekend.
Regards,
Jane Schober

Major Customer Intelligence & Performance Manager, Major Projects Ergon Energy Level 5, 420
Flinders Street Townsville QLD 4810 PO Box 1090, Townsville QLD 4810 P 07 4432 8755 M 0439

725213 F 07 4432 8051 E jane. schober@ergon.com.au<mailto:jane schober@ergon.com.aus

Error! Unk d t property name.
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Schedule 15 — 26/5/2014 Ergon Letter

26" May 2014

Mr Greg Timar

Mulpha Australia Limited
Level 5, 99 Macquarie Street
Sydney NSW 2000

Dear Greg,

We refer to the Customer Connection Agreement between Ergon Energy Corporation
Limited (Ergon Energy) (as successor in law of Mackay Electricity Comporation Limited)
and The Trust Company (PTAL) Limited (Hayman Island) dated 5§ November 1988, which
has an Initial Term due o expire on 30 June 2014 (Connection Agresment).

As previously discussed, Ergon Energy is concerned that the application of “unregulated”
charges in respect of the undersea cable to Hayman Island s a breach of Ergon Energy’s
obligations under the National Electricity Law. Ergon Energy has raised this particular
matter with the Australian Energy Regulator (AER).

Ergon Energy has received correspondence from the AER that makes It clear that, at least
from the start of the upcoming regulatory control peried on 1 July 2015, Ergon Energy will
have no choice but to apply regulated “standard controi services” charges to the undersea
cable to Hayman Island. We have requested approval from the AER fo release this
correspondence to you. | will advise when a response is received.

Clause 6.1(a(i) of the Connection Agreement gives Ergon Energy the abllity to implement
these charges. However, in the interests of clarity and certainty going forward, Ergon
Energy suggests that the parties enter into a Deed of Amendment to the Connection
Agresment that modifies clause 1.3(b)(ii) of the Connection Agreement to provide for the
existing text of that clause to apply up to 30 June 2015, and for Ergon Energy to then
charge in accordance with its obligations under the electricity laws.

What this means is that the current arrangement of an "unregulated” chargs (in respect of
the undersea cable) and a regulated charge (in respect of the other assets supplying
Hayman Island) would continue for the period up to 30 June 2015,

Accordingly, attached are the charges for the period 1 July 2014 to 30 June 2015, being:

a. an “unregulated” charge for the undersea cable and associated assets (calculated
in fine with clause 1.3(b) of the Connection Agresment); and

b. an Indicative regulated network tariff (to be confirmed once the AER has approved
Ergon Energy's 2614-15 Pricing Proposal).
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As previously discussed, Hayman Island may elect to purchase the undersea cabie and
associated equipment located on the island fo offsat these changed charges.

Please contact me on 07 4432 8755 or jane.schober@ergon.com.au to discuss and

progress the Deed of Amendment.
Kind regards,
Digitally signed by Jane Schober
Jane Eregy oo e
Schober  wet
Jane Schober
Major Customer Intelligence & Performance Manager, Major Projects
Ergon Energy

Phone: 07 4432 8755
Mobile: 0439 725 213

Email: jane.schober@ergon.com.au

page 2
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SCHEDULE OF UNREGULATED TARIFFS

EFFECTIVE FROM 1 JULY 2014
UNTIL 30 JUNE 2015

QDDD000020 HAYMAN ISLAND

{Charges applied as per the agreement
termination clause with no regard for the
capltal and interest repayment of the

connection asset)
Unregulated DUOS charges: GST Exclusive GST Inclusive
Fixed Charge ($/day) $1,093.00 $1,202.30

Enquiries
Telephone: 13 10 46

E-mall: netprice@ergon.com.au
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SCHEDULE OF /NDICATIVE NETWORK TARIFFS
EFFECTIVE FROM 1 JULY 2014

Cusiomer The Trust Companyl(sll’;rnl;L) Limited - Hayman
National Metering Identifier (NMI) QDDD000020

Network Tariff Code ECACA15

Customer Class Connection Asset Customer (CAC)
Transmission Node Identifier (TNf) QPRO

Distribution Loss Factor (DLF/Code) 1.034 GEHL
Authorised Demand (AD) in kW 3,400

DUOS charges: GST Exclusive GST Inclusive
NDFC - Fixed Charge ($/day) $307.100 $337.810
NDCC - Capacity Charge ($/kW of AD/month) $5.9450 $6.5395
NDADC - Actual Demand Charge ($/kW/month) $4.0120 $4.4132
NDVC - Volume Charge ($/kWh) $0.00549 $0.00604
TUOS charges: GST Exclusive GST Inclusive
NTFC - Fixed Charge ($/day) $122.341 $134.575
NTCC - Capacity Charge ($/kW of AD/month) $1.9570 $2.1527
NTCGC - Common Service & General Charge $418.381 $460.197
($/day)

NTVC - Volume Charge ($/kWh) $0.00359 $0.00305

Where the actual monthly maximum demand exceeds the

authorised demand In any one month, the actual

monthly maximum demand will be substituted for the authorised demand in the calculation of the DUOS and

TUOS Capacity Charges for that month.

To calculate the DUOS Actual Demand Charge, the actual monthly maximum demand will be applisd.

To determine the total TUOS Volume Charge, the customer's metered energy must be multiplied by the customer

DLF and then applied 1o the TUOS $/kWh rate,

Plaase note that additional (unregulated) Network Charges epply for ihis site. Please refer attached or emait
Ergor: Energy Network Pricing for full datalls, [netprice@ergon.com.au]

Enquiries
Telephone: 13 10 46

E-mail: petprico@ergon.com.ay
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Schedule 16 — 3/6/2014 Ergon Letter
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From: SCHOBER Jane (NQ) [mailto;jane.schober@ergon.com.ay]
Sent: Tuesday, 3 June 2014 3:54 PM

To: Greg Timar

Ce: SPACCATORE Lisa (Ergon)

Subject: RE: Letter re Hayman Island Connection Agreement

HiGreg,

Further to my previous email, we have now received further correspondence from the AER (copy
attached) which has expanded on the preliminary advice previoysly given. They in tum, have had
further correspondence with the Queensiand Competition Authority (which was Ergon Energy’s
economic regulator-prior to-1 July 2010) and advised that the undersea cable and related assets
should be treated as unregulated assets through to 30 June 2015,

As you are aware, Ergon Energy will be subject to & new Distribution Determinatiori from 1 July 2015,

Our Regulatory Proposal will need to set out our recommended treatment for the next regulatory
control period noting that the transitional arrangements that currently exist will not apply into the next
period and that the AER has. already made a decision on the classification of our services through its
Framework and Approach process.

We would appreciate the opportunity to discuss this further with you.
Regards,

Jane Schober

Major Customer Intelligence & Performance Manager, Major Projects
Ergon Energy

Level 5, 420 Flinders Street Townsville QLD 4810

PO Box 1090, Townsviile QLD 4810
P07 4432 8755 M 0439 725 213 F07 4432 8051

E Jane.schober@ergon.com.au

Error! Unknown document property name.



Schedule 17 — 27/5/2014 AER Letter

1392499_1

GPO Box 520
Melbourne VIC 3001

Telephone: {03) 9290 1444
Facsimlle: (03) 9290 1457

WWW.Aer.80V.a0

Our Ref! D14/66142

27 May 2014

Ergon Energy
825 Ann Street, Fortitude Valley QLD 4006
(by email)

Dear Ms Doyle

Regulatory status of the undersea supply cable to Hayman Isiand

Farther fo my preliminary advice to you on 6 May 2014 regarding the financial regulatory
status of the undersea supply cable to Haymen Island, we have since received confirmation
from Queensiand Competition ity (QCA) about the regulatory arrangement prior o the
mmgmwﬁmﬁmdmmmaﬁmﬁr&mmmwu
ﬁlnliﬁonalnﬂesforQ;WmdofﬂmNaﬁomlElewicitanlu(NER).

QCAudﬁudﬂmﬂleoﬁginﬂoﬁ‘ummﬁshlmmage&emdﬂmmblemHaymmmm
was made by the former Mackay Electricity Board (MEB) on the basis that the assets would
beuzcludedandnoteomiduedaspmofﬁeMEB’smeap. The exclusion wes
subsequently accepted by the Queensland government, The undersea supply cable to Hayman
hlmdhndsincebeenuemdasumeguhﬁedassetbyQCAmmemmwthCA’l
economic regulation function ceased.

The current distribution determination for Ergon for the period Jaly 2010 to Jun 2015 was
made under chapter 11 transitions! rules, in particular rule 11.16.3 (see excerpt below). Under
this transitionai rule, the service classification arrangements under QCA’s 2005
determination must be retained. Hence, all previously unregulated services, including this
undmable,remﬁnumegﬂmdfoﬂhedmﬁmoﬁhaammgﬂmfymlpuiod

mmmmmwmmmmwmmmemm
explicitly dealt with under the F&A for the next regulatory control pariod. Consequently, the
classification of this asset will need to be considered as part of the Determination. We
mmmmd&gmutomiummmb&efnmmﬂmmmdmmdm
mummwmmmwwmmmymmmmn
w&hﬁeus&(s)ofﬂﬁsmﬁhdﬂdnpﬁngﬁnpmpomdw&rthammgﬂm
control period.
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Excerpt of NER

11.36.3 Treutrzznt of the regulatory asset base
(-)wmmsxummmmﬁmmmmmwwowm
mmmamw»wawmmmmmnm
regulstory st bese for the regulatory control pesiod.
@)WMWWMWWWWRMMMMMWM
period if it s conslstent with fhe approach in the 2005 determination.
(e)lbdﬂmupmmﬁuywn'aﬁmummhwmdmmh
the regulatory coatrol period 1o preven any cross-subsidies between standard comrol services and othey
diseribsion services.

Note;

The regulatory asset bases for Ergon Energy and ENERGEX are likely to Include assets used to provide
services whick are mem:mmmbMWmmﬁmew
to be adjusted 10 cvoid double recovery of thoe cost.

Yours sincerely

?‘\\ 3 ’f f}
’ : ,K -
!‘g__ 6—{

Devid Chan
Director, Network Operations and Development
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Schedule 18 — 1/9/2014 Mulpha Letter

ha Australis Limited
ACH 002 368 039

/B \ LS. 99 Macquarie Street, Syduoy NSW 2000 Australia

T612923933500  F 6129239 5599

MULPHA Téizmesm

1392499_1

1 September 2014

Ms Jane Schober
Major Customer intelligence & Performance Manager, Major Projects
Ergon Energy
PO Box 1080
TOWNSVILLE QLD 4810

Dear Jane

Hayman island Connection Agreement
Reference is made to your previous corespondence in this matter with the following comments.
1. Current Period 1 July 2010 to 30 June 2016

In your letter of 26 November 2013 (First Ergon Email), you stated thet as a result of Ergon's legal
and regulatory review of the Connection Agreement, “applying Charges in accordance with the terms
of the Connection Agreement, Ergon Energy Is in breach of s obiigations under the National
Electricity Law” (emphasis added). You also stated that Ergon had to act promptly to snsure
compliance with the law and as a resuit had fo recalculate the Charges payable under the Connection
Agreement.

In my response to you of 23 December 2013, | indicated that Mulpha did not agree and asked you to
confirm “which obligations under the National Electricity Law you believe that Ergon is in breach of
and when such breaches first commenced®,

In your email reply of B January 2014 (Second Ergon Emall), you stated that the revenue
recoverable by Ergon in relation to the undersea cable:

. “must be determined in accordance with the building block determination promulgated by the
AER In its disiribution determination vaiid for the period 1 July 2010 to 30 June 2015"
{(Current Regulatory Period); and

. *Ciearty, the commercial prices stated in the Connection Agreement have not been calculated
In accordance with this building biock determination and Rules, and hence Ergon Energy
considars that it needs to amend its prices to comply with the raquirements of the Rules®.

In other words, the Ergon position was that:

® it had bean in breach of the relevant law from at loast ths commencement of the Current
Regulatory Period;

. and remained in breach of that lew and therefore had 1o urgently remedy that breach.

Further, this correspondence suggests that we have an insight into the basis of the current charges.
One of our enduring frustrations Is that we remain to this dats, despite repeated requests for
supporting Information going back nearly three years, completely unawsre on what besis the
unregulated charges are formutated.
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By letter of 18 February 2014 Mulpha refterated that we did not.agree with the Ergon position and
notified the AER generally of the matter (a copy of which was provided to you).

We had & lengthy telecon on 24 February 2014 which ingluded a number of your colleagues and
Mulpha's legal counsel. You sirculated an email the nexi day (Third Eraon Emall) which smongst
other things confirmed that Ergon would refer the matier fo the AER.

On 26 May 2014 you wrote to me (Fourth Ergon Emall) suggesting that the unregulsted charges
would continue on ap unregulated basis stated in the Connection Agreement until 30 June 2015
(being the end of the Currant Regulatory Period).

We understand this therefore to clsarly indicate that the position stated by Ergon in ‘the First Ergon
Emall and 8ecend Ergont Emall (ie that it wes currently unlawful for Ergon to apply Charges in
accordance with the Connection Agreement) was wrong.

"Thie is confirmed by the copy of the letter dated 27 May 2014 to Ergon from the AER (AER Letter)
which you atteched 1o your émail to me of 3 June 2014 (Fifth Ergon Email).

The AER Letter confirms that the undersea cable remains unregulated for the Current Regulatory
Period. In other words, the AER Lefler:

. is completely consistent with the position adopted by Haymen Island: and
. confirms that the Ergon position was wrong.
2, Period from 4 July 2015 to 30 June 2020

in relation to the next regulatory period from 1 July 2015 to 30 June 2020 (Next Reguletory Perlod),
the Ergon poeition as set out in the Fourth Ergon Emall, based on correspondence received from the
AER (in the. AER Letter), is that “it will have no cholce but to apply regulated 'standard control
services’ charges to the undersea csbie”. The Ergon posilion appears to be that it desires to honour
the express provisions of the Connaction Agreement and apply the Charges In accorgance with the
Connection Agreement; but is unable to do eo-as this would be unjawful,

Having reviewed the AER Letter, we remain unconviriced by Ergon's claim that it would be unlawful
for Ergon to apply the Charges in the Connection Agreement during the Next Regulatory Period. In
fact the AER Letter makes it clear that:

© the previcus regulator, the Queensiand Competition Authority, and the AER (under
transhional rules) consider this asset to be unregulated;

. the ciasgification of the undersea cable will need to be dealt with as part of the Ergon
Determination for the Next Regulatory Period;

- Ergon is recommended to set out its reasons as to the future regulatory treatment of this
asset given the historical approach that has baeh used to date; and

® Ergon should consult with Hayman lsland in developing the proposed approach for the Next
Regulatory Petiod.

Nowhere does the AER Letter require Ergon to remedy any breach of the law for the Curment
Regulatory Pariod, or point out that the continued application of the unregulated charges under the
Connection Agresment will constitute a breach of the law In the Next Regulatory Period,

To the contrary, the AER Letter points out that the Ergon position was wrong in relation to the Current
Regulatory Period and shows no concem whatsoever [n relation to the prospect of the confinued
apploit:’aﬂun of the unregulated charges under the Connection Agreement for the Next Regulatory
Period.
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in Tact we would interpret the AER in the AER Letter as-challenging Ergon to in effect “show cause”
why there should be any change from the curent unregulated arrangements, as they are unable to
sée any reason themselves for such a change.

Finally, the Fifth Exgon Emall states that "the AER has already made a datision on the classification of
our services through its Framework and Approval process”. However. the AER Letter says that the
question of whether the undersea cable Is regulsted or unrepulsted “was not expressly dealt with
under the F&A for the next reguiatery coniro! peticd®.

3. Ergon 2014 - 20185 Pricing Proposal

Ergon’s 2014 ~ 2018 Pricing Proposal to the AER {Pricing Proposal), deals with a number of
matters, including in reletion fo assignment of customers to Ergon's standard control service tariff
clagses. In particular, Section 8.2:1 of the Pricing Proposal states as follows:

‘It is important to nofe that Ergon Energy does not reassign customers without
careful review and adequate justification. Reessignment would only ooour in @
situation where a customer alters the underlying charscteristios of their
connection, in terms of size or nature of usage...”

Whilst the First Ergon Email states that Ergon had carried out a legal and ragulatory review of the
Connection Agreement, It {s.clear that,

. significant doubts must exist-as io how “careful” that review was given the fact that the
position adopted by Ergen arising out of that review was wrong as a matter of law;

® there has been no justification put forward by Ergon for any reassignment of the underses
cable services to standard control services other than the position (ihcorrectly) sidopted by
Ergon that it wes unlawful for it to apply Charges in accordance with the Connection

Agresment; and

© in any event, Haymen Islend as the customer has not altered the underlying cheracteristics of
its connection in terms of size or nature of usage (which are stated by Ergon as being the
“only" circumstances in which reassignment would occur — see above),

Section 6,23 of the Pricing Propousal also relevantly provides that Ergon will provide written
notification to the customer (prior to any assignment or reassignment occurring) and that such written
notice must include;

. advice that the customer may request further information from Ergon and that they may object
to thee proposed assignment or reassignment;

® a fink to Ergon’s webskte where a copy of the internal procedures for reviewing objections is
located; end

. advice that the customer is entitied to seek regolution via the dispute resolution process under
Part 10 of the National Electricity Law if the objection is not resoived by Ergon 1o the
satisfaction of the customer.

Neither the First Ergon Emali, Segond Ergon Emall, Third Ergon Emall, Fourth Ergon Email or Fifth

Ergon Email include any of the matters referred to above. In other words, Ergon’s. attempt to tregt the
undersea ceble as regulated iz not only unlawfu! but ks alse in breach of the underizkings given by

Ergon In the Pricing Proposal.
4, Ergon Position
As & result of the above, we are left completely confused by the approach taken by Ergon to dats.
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The Customer Connaction Agreement provides that the capitat and Interest repayment charges which
applied during the initlal 15 year term, do not apply in refation to the term of the renewed Agreement.
For this reason, Hayman Island has an expectation that there will be a substantial and permanent
decrease in electricity charges under the renewed Customer Connection Agreement.

Based on the most repent invoicing from our electrical retailer ERM Powet, It eppears that Ergon has
now unilaterally decided 1o cease the unregulalad charge {which was $3,548/day) for the period
commencing 1 July 2014 and Instead impose a regulated DUOS charge of $1,003/day but on an
interim 12 month basis only. There has been no explanation or transparency as to how Ergon has
determined that figure. For this reason, any payment by Hayman Island of any Erpon related charges
is not to be taken to be any admisslon or acceptance by Hayman Island that these charges represent
p‘ltzljiability under the Customer Conneatior: Agreement and such charges are pald on & strictly without
udice basis,

In addition, Muipha / Hayman lsland expects Ergon as a regulated monopoly provider of assets to act
reasonably to:

® provide a logical and coherent explanation as {o the legal basis for any proposed changes, or
otherwise consider the matter of reclassification as effectively closed;

. explain the basis of calculation that Ergon believes applies to the cable charges which are
payable under the Cusiomer Connection Agreemant batween the parties; both pre and post
1 July 2014, Including assoclated financing / Interest arrangements; and

. confirm that it will now resoive this Issue on a timely basis (given that the Ergon Email was
sent almost © months ago and we still have not had a satisfactory resolution of the Issue or
indeed, even sensible answers to our various queries).

We also note that an indicative offer io purchase the undersea cable asset has been previously
provided. Again no justification for this price has been provided. As the capital component of the
cable should have been repaid duting the first term, we would expect that a low or $Nil value would
remain.

Finally, by way of ciarification, we note that the Customer Connection Agreement did not expire on
30 June 2014 and there has been no agreed 12 month extension. Both of these points have been put
fo us by ERM Power as representing Ergon’s position on these matters. Please let us know
immediately if ERM Power has misrepresented Ergon's position.

8. Summary

In summary, Muipha finds Ergon's conduct fo dale as both confused and unacceptable, Ergon has
misrepresented to Hayman Island the stetus of the undersea cable (claiming that It was regulated
when clearly it was not reguisted ~ a fact confirmed by the AER Letter). This misrepresentation has
oceurred as part of an effori by Ergon to convince Hayman Island that

° it Is unlawful for Ergon to'apply the Charges in accordance with the Connection Agreement;
and

° for this reason, Ergon could take advantage of clause 6.1 of the Connection Agreement to
adopt a position where it was not legally required to apply the Charges set out in the
Connection Agreement.

Had Hayman Isiznd aceepted the pesition put by Ergon and peld the charges that Ergon assarted
were payable (rather than the Charges as set out in the Connection Agreement), then we would have
Incurred significant expenses that we were under no legal obligation to incur. Such expenses would
only have bean pald based on the misrepresentations by Ergon.

What is beyond dispute Is that:
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s the AER Letter makes it clear that the undersea cable is unregulated;

° Ergon sought to treat the undersea cable as being regulated, claiming that if it did not do so
then it would be acting unlewfuily; and

° in reality, any treatment by Ergon of the undersea cable as being reguiated would be untawful
and has been undertaken in contravention of its own stipulatad processes.

The approach that Ergon has taken s not only incomect as a legal matter, but It is extremely
disappointing from & customer relationship perspeciive a8 a major and long standing customer.

's approach has involved not only the incorrect application of the law but also invelved the
adoption by Ergon of various positions that are inconsistent and self-contradictory. The increase in
proposed charges as set out in Ergon’s First Emall leaves Mulpha / Hayman Island no cholce but to
consider the approach that Ergon has taken with the AER is regulatory game playing. designad to
effect a re<classification of the undersea cable (without consulfation or agreement with Hayman
Island) in an attempt to increase Ergon’s revenue.

[:% Wey Forward

In the absence of any repid resofution of this matter, Mulpha / Haymar Istand will have no option but
to involve the AER as arbitrator and / or lodge a detailed submission with respact to the pricing review
1o ensure that the undersea cable remeins unregulated and clarify charges payatile.

The AER Letter makes It clear that Ergon needs to consult with Hayman Island In relation o the
proposed approach for the Next Regulatory Period and implies that Ergon would require considerable
justification t proceed on a basis not agreed to by Hayman Island.

We believe it now time for Ergon to enter into open, honest and transparent consullation with a view
of resolving expeditiously the future of the provision of the undersea cable. This should include a
common future view on the regulatory position for same, '

In the circumstances, please confirm that Ergon will not take any further steps with the AER that might
be prejudicial to the pesition of Hayman lsland.

Yougs faithfully

T

Director Group Assst Development & Projects

ce: Nir lan Mclecd
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Schedule 19 - 5/11/2014 Ergon Letter

825 Ann Street, Fortitude Vailsy QLD 4006
PO Box 264, Fortitude Valley QLD 4006

ergoi.com.ay

5 November 2014

Mr Greg Timar

Director Group Assst Development & Projects
Mulpha Austrelia Limited

Level 5, 99 Macquarie Street, Sydney, NSW, 2000

Dear Greg,

Hayman Jsland Undersea Cable
COMMERCIAL IN CONFIDENCE
WITHOUT PREJUDICE

| refer to:

» the agreement entitied "Customer Connection Agreement” batwsen Ergon Energy
Corporation Limited ABN 50 087 646 082 (Ergon Energy) and Mulpha Australia
Limited (Mulpha) dated 5 November 1988, as amended (Connection
Agreement);

o your letter dated 1 September 2014 fo Jane Schober; and

¢ our discussion in September 2014.

Thank you again for your time to discuss this matter. | appreciate that this issue has been
ongoing for some time and you and | are beth keen to resolve it.

Greg, my letter will sndeavour to summarise Ergon Energy's view that the undersea cable
Is a part of Ergon Energy's distribution system, and hence that the services provided by
means of, and in connection with, the undersea cable during the next regulatory control
period are distribution services. On this basis, it then follows that the Australian Energy
Regulator (AER) is requirsd to economically regulate either the price of, or the revenue
from, such distribution services. | have attached for your reference extracis from various
regulatory instruments that are applicable to the issue of the underground cabie to
Hayman Island. Also included in Appendix A are the definitions of any words written in
italics in this letter.

Ergon Energy considers that any services provided to Mulpha by, or in connaction with,
the undersea cable will, under the relevant economic regulstory regime, from at least

1 July 2015, be ragulated by the AER and will fall within the category described as
“standand control services® (SCS).

it is Ergon Energy’s opinion that the undersea cable and associated infrastructure,
comprises apparatus used o convey electricity to customers (namely, Mulpha) and to
provide connection services, and hence comprises part of Ergon Energy's distribution
system.

Ergon Energy Corporstion Limited ABN 50 087 646 062
Ergon Energy Quesnsland Py Lt ABN 11121 177 802
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Furthermore, the connection of Hayman island to the distribution network, the provision of
electricity transfer capacity through the undersea cable, and the operation and
maintenance of the undersea cable are aff services provided by means of, orin
connection with, a distribution sysiem and are thus considered to be distribution services.
Functionally, there ig no substantive difference betwesn the undersea cable and
associated infrastructure from any other piece of Ergon Energy’s distribution
infrastructure.

As discussed previously, the submarine cabie supplying the Hayman Isiand resort and
associated subsiation assets on the island have bsen treated as “unregulated” assets by
the Mackay Electricity Board and subsequently, Ergon Energy. The charges for those
assets have been calculated in line with the contractual requirements of the Connection
Agreement.

Quesnsland Competition Authority {QCA) was previously the economic regulator of Ergon
Energy’s services and did not change the classification of the assets from being
unregulated during that period.

However, the AER Is now the economic regulator of the services provided by Ergon
Energy, and the AER's Distribution Determination (which applies for a 5 year regulatory
control period) sets out the classification of Ergon Energy's services and how the charges
for those services are fo be calculated. Ergon Energy s required under the National
Electricity Law {NEL) to comply with that Distribution Determination.

As per the etter provided to you on 3" June 2014, the AER has confirmed that assets that
are presently considered 10 be regulated should remain with that classification until
30 June 2015,

However, a new Distribution Dstermination will apply to the next 5-year regulatory controi
period, which commences on 1 July 2015. Whilst the new Detsrmination will not be
finalised for some months, the AER has already issued some guidelines and papers on
the likely content of that Determination.

Relevantly, the AER issued its Final Framework and Approach paper for Ergon Energy for
the regulatory control period of 1 July 2015 to 30 June 2020 in April 2014, This
information can be located on the AER web site ¥ .868r. 4

‘This paper sets out the AER's proposed approach on which services they will regulate,
and notes that the current Final Framework & Approach (that is, applicable up to 30 June
2015) will be no longer relevant in the next regulatory control period duse to numerous
changes to the National Electricity Rules {NER) over the past 5 years.

The paper notes that most distribution services fall within the network services group,
which Includes poles, wires, and other core infrastructure of a distribution business. The
paper states that the AER propose to classify network services as SCS. The costs of
providing SCS are recovered through network charges.

We nofe in the paper that ‘unregulated services' are considered to be “sarvices provided
by distributors that are not distribution services”. These unregulated services are outside
the AER'’s economic regulatory jurisdiction. As notsd above, Ergon Energy considers that
the services provided by the undersea cable are distribution services, and, hence, cannot
continue fo be cunsidered an unregulated service from 1 July 2015.

There is no Indication in the AER’s Framework and Approach paper of anything to the
contrary.

As per the AER classlification described in Appendix A, SCS are defined as direct control
services that are subject to & control mechanism based on a DNSP's total revenue
requirement (that Is, the revenue that Ergon Ensrgy can obtain from providing direct
controf services is regulated under the AER’s Distribution Determination).

Ergon Energy Corporstion Limited AEN 50 087 846 D82
Ergon Enargy Guaensiand Ply Lt ABN 11 12} 177 802 page 2
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Therefore, as noted above, Ergon Energy considers thet all distribution services being
provided by Ergon Energy in respect of the undersea cable are diract contro! services and

are hence subject to economic reguiation by the AER by way of a revenus cap.

Conclusion

Greg, this sets out a summary of Ergon Energy’s view of why the undersea cable is part of
Ergon Energy’s distribution system and hence why the services provided by means of,
and In connection with, the undersea cable during the next regulstory contro! period are
distribution services (and, specifically, direct control services), in respect of which the AER

Is required 1o economically regulate elther the price of, or the revenue from, such

distribution services

There Is no indication in the NER, NEL or the AER's current Disfribution Determination: or

its framework and approach paper indicating anything 1o the contrary,
Accordingly, It is Ergon Energy's opinion that clause 6.1{a)(i) of the Connection

Agreement requires Ergon Energy to comply with its obligations under the NER (including
in respect of the revenue recovered from the provision of such services), notwithstanding

that this is inconsistent with any term of the Connection Agreement,

Ergon Energy therefore belisves that it is required to recalculate the charges under the
Connection Agresment fo be compliant with lts obligations under the NER, from 1 July

2015,

Please note that this letter is provided to you without prejudice, and is not infended to
provide you with legal advice, as this is outside Ergon Energy’s purview. Ergon Energy
also retains all of its rights, and will not accept any liability, in this regard. Instead, this
letter is solsly infended to provide you with Ergon Energy’s reasoning so that you may

obtain your own legal advice In this regard.

Greg | also refer to our discussion (telecon Edmunds/Timar on 4 Novem|
agreed | will (on a without prejudice basis) look info what the cost might

ber 2014) As
be to Mulpha if

Ergon did decide to dispose of the assets/cable. If this option was of interest to Mulpha it
would still require approvals from & number of parties including the Ergon Board and as

such the outcome would not be guaranteed.

Kind regards,

i) D Bl

David Edmunds

Executive Generat Manager
Network Optimisation
Phone: 07 3851 6449
Moblle: 0438 581 560

Ergon Energy Corporation Limited ABN 50 087 648 052
Ergon Energy Queensiand Pty Ltd ABN 11121 177 802
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Appendix A (Regulatory Instruments and Definitions)

A, Regulatory Instruments and References:

Powers and functions of the AER

The National Electricity Law (NEL) appliss in Quaansland by virtue of section & of the
Electricity — National Scheme (Queensfand) Act 1997 {Qid). Under saction 1 5(1)(f) of the
NEL, the AER has “AER economic regulatory functions and powers”, which includas the
economic regulation of services provided by a regulated distribution systsm operator
(such as Ergon Energy) and the making of a distribution dstermination.

Furthermore, clause 6.1.1 of the National Electrivlty Rules (NER) makes the AER
responsile for the economic regulation of "distribution services provided by means of, or
in connection with, distribution systems that form part of the national grid® (italics refer to
terms defined in the NER).

Section 14B of the NEL requires a regulated distribution system operator to comply with a
distribution determination that applies to the electricity network services provided by that
operator.

B. What does the AER’s distribution detenmination cover?

As noted aariier, the AER's distribution determination for the 2015-2020 regulstory controf
period has not yet been made, as Ergon Energy is still developing its proposals for the
AER for this period. However, guidance as fo the likely contents of this distribution
determination can be found in the current distribution determinetion and the NER itself.

As stated in the current distribution determination, the AER is required, under Chapter 6 of
the NER, to make a distribution determination for each Queensland distribution network
sefvice provider (DNSP) (such as Ergon Energy) that includes determinations in respect
of “standard control services” (SC8) and “alternative control services” (ACS).

C. Classifications/definition of services
The NER refers to “distribution services®, A “distribution service" is.

A service provided by means of, or in connection with, & distribution system.
A “distribution system” is:

A distribution network, together with the connection assets associated with the
distribution network, which is connected to another transmission or distribution
system.

A "distribution network” is:
A network which is not a transmission network,

A “network” is;
The apparatus, equipment, plant and buildings used to convey, and control the
cohveyance of, electricity to customers (whather wholesals or retail) excluding any

connection assets. In relation to a Network Service Provider, & network ownsd,
opsrated or controlied by that Netwark Service Provider.

A “transmission network”, in Queensland, is, under clause 9.32.1(b) of the NER,
essentially the assets owned by Powerlink Queensiand. :

Ergon Energy Corporation Limited ABN 50 087 848 o6z
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*Connection assels” are:

Those components of a fransmission or distribution system which are used to
provide connaction services.

A “connacticn service” includes:

--- BN exit service (being a service provided to serve a ... Distribution Customer or
agroup of ... Distribution Customers ... at a single connection point).

D. Types of distribution services

As noted in the AER's distribution determination and clause 6.2.1(a) of the NER,
disiribution services can be classified into:

» direct conlrol services (refer section 28 of the NEL) - being electricity network
services for which the NER, or the AER's distribution determination, specify that
either the price of, or the revenue eamed from, that service is regulated under a
distribution dstermination.

* negotiated distribution services (refer sectlon 2C of the NEL) - being electrical
network services that are not direct controf services and that either the NER or the
AER's distribution determination specify are negotiated network services; and

* unregulated distribution services —where the AER has not classified the relevant
slectricity network service.

Working through this list in reverse order;

» the AER's framework and approach paper for the 2015-2020 regulatory control
period specifies that only the foliowing distribution services are
unregulated/unclassified:

o high load escorts;

o watchman lights; and

o Type 1-4 metering; and

o the AER's current distribution determination specifically notes that Ergon Energy
does not have any nagotiated distribution services, and the AER has not classifted
any distribution services as negotialed distribution services for the regulatory
control period commencing 1 July 2015; and

= the AER has set out its proposed classification of the direct control services into
sither SCS or ACS (reflecting the different levels of regulation that are applied) -
relevant classifications are set out in Table A.1 of the AER’s distribution
determination and: _

o the AER classifies as SCS the activities of planning, designing,
constructing, operating and maintaining the network. In Ergon Energy’s
view, the operation and maintenance of the undersea cable (being part of
the network, as discussed above) are SCS under this category; and

o the AER classifies as SCS the activities of operating and maintaining
connection assets.

Ergon Energy Corporation Limited ABN S0 087 646 082
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6  Standand Control Services

(1) Customers should be assigned !o tariff classss on the basis of one or more of the following

facters:

() the nature and extent of their usage

(i)  the nature of their connection to the network

(i) whether remotely-read interval metering or other simitar metering technology has been
installed at the customer's premises as a result of a regulatory obligation or requirement.

(2) Customers with a similar connection and usage profile should be treated on an aqual basis.

(3) Customers with micro-generafion faciliies should be treated no less favourably than
customers without such facilities but with a similar load profile.

{4) A DNSP's decision to assign a customer to a particular tariff class, or to re-assign a customer
from one tariff class to another should be subject to an effective system of assessment and
review.

Further, under clause 6.18.4(b) of the NER and Appendix B of the AER’s Final Distribution Determination,
Ergon Energy's Pricing Proposal must also contain provisions for an effective system of assessment and
review of the basis on which a customer is charged, if the charging parameters for a particular tariff result in
a basis of charge that varies according to the usage or load profile of the customer.

Ergon Energy's compliance with these requirements for Standard Control Service tariff classes is set out in
the remainder of Section 6.2 below.

6.2.1 Review of a customer’s assigned tariff class

Assignment or reassignment of customers to Ergon Energy’s Standard Control Service tariff classes occurs
as a rasult of:

new connections to the network

existing customers applying for increased capacity on the network

a change in a customer's National Metering Identifier (NMI) classification

annual review as part of the process of developing and submitting the Pricing Propossl for approval

by the AER

requests for a review of the assigned network tariff or tariff class by either a customer and/or

retailer,
Clauses 6.18.4(a){1) and (2) are met because Ergon Energy assigns customers {o tariff classes on the
basis of geographical location, usage and size. Customers are first classified Into the East, West or
Mount Isa zones, based on geographical location. In order to provide the appropriate economic and cost of
supply signals, customers are then assigned into one of four network user groups.
Further, customers with micro-generation facilities are charged the same network tariff for supply to their
connection point as any other network customer with a similar load profile {(in the absence of micro-
generation), thus satisfying clause 6.18.4(a)(3).
Ergon Energy relies on a range of information and has specific criteria for assessing the assignment and
reassignment of customers to tariff classes. The following range of information and criteria (as set out in
Table 6.2 below) Is used when determining a customer's network user group, and tariff class assignment or
reassignment details:

historical consumption data

expected annual consumption for new customers or those customers who have a written
agreement to change thelr supply capacity

the customer’s geographical location and assets utilised in connecting to the network.
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6 Standard Control Services

Ergon Energy also interrogates various infernal systems to obtain site specific connection asset
arrangements.

It is important to note that Ergon Energy does not reassign customers without careful review and adequate
justification. Reassignment would only occur in a situation where a customer aiters the underlying
characteristics of their connection, in ferms of size or nature of usage, in that it would no longer be
appropriate for the customer tc remain assigned to that tariff class.

Once a customer is identified for reassignment, the connection characteristics and the customer's expected
energy consumption are used to determine the appropriate cusiomer group, and hence tariff ciass, to which

the customer should be reassigned.
Table 6.2: Tariff class assignment and reassignment criteria for Standard Control Services
Network Typical characteristics of customers Criteria for reassigning customers to a
user group assigned different tariff class
SACs Annual consumption is expected to be * Annual consumption increases, or Is expected
below 4 GWh p.a. to Increase, above 4 GWh p.a., andfor

A customer requests an increese in supply
capacity requiring augmentation to connection
assets which results In a dedicated supply
system which is quite differsnt and separate
from the remainder of the supply network.

CACs Required capacity above 1,500 VA, or | Reassigned to ICCs:
*  Annual consumption is expecied o “ Annual consumption Increases, or is expected
exceed 4 GWh p.a. fo increase, above 40 GWh p.a., andfor

A customer requests an increase in supply
capacity requiring augmentation to thelr
connection assels which results in a
dedicated supply system which is quite
different and separate from the remainder of
the supply network.

Reessigned to SACs:

* Annual consumption reduces or is expected to
reduce below 4 GWh p.a. and their dedicated
supply system is not considerad to be quite
different and separate from the remainder of
the supply network, and/or

Required capacity falls below 1,500 kVA."®

IcCs *  Annual consumption Is expected to *  Annual consumption reduces or is expected to
exceed 40 GWh p.a,, or reduce below :r; GWh p.a. and their
: dedicated supply system i considered
Thelr dedicated supply system is
considered to be quite different and Somnersbie Wi CACs et e sermie olisge
separate from the remainder of the '
supply network.

6.2.2 Review of the charging baslis

Consistent with 6.18.4(b) of the NER, Ergon Energy has a system for assessing and reviewing the basis on
which a customer is charged.
Ergon Energy may review the charging basis where:
* a change in the usage, load profile or customer classification (i.e. Business or Residential for
SACs <100 MWh p.a.) of a customer may mean a different network tariff is more applicable, or

** With the exception of those customers who have a dedicated supply system which Is quite different and separate from the
remainder of the supply network or where inequitable treatment of atherwise comparable customers will arisa from the application of
the 4 GWh threshold.

2014-15 Pricing Proposal v1.1
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6  Standard Control Services

within a network tariff, it is appropriate fo change the charging paramster/s because of changes
according to the customer's usage. For example, an additional charging parameter may be
included once usage reaches a certain level.

Ergon Energy annually reviews the assignment of customers to our fariff classes as part of the process of
developing and submitting our Pricing Proposal to the AER for approval. In undertaking this review,
Ergon Energy uses set procedures and specific criteria {as set out in Table 6.2 above) io determine when it
is appropriate for a customer to be reassigned fo a tariff class as a result of material change in the
customer's energy consumption or connection characteristics.- These procedurss, in conjunction with the
classification of SACs <100 MWh p.a. as Business or Residential, by defauif also ensure the customer's
underiying network tariff associated with a tariff class also remains appropriate.

In addition fo this annual review process, customers and/or retailers can expressly request Ergon Energy to
raview and change a network tariff assigned to a customer in the event of variation to the customer's usage
load profile or classification as a business or residential customer. Provided that Ergon Energy agrees to
the change in network tariff, this change can take effect during a regulatory year. Ergon Energy uses the
procedures and specific criteria set out above to determine if it is appropriate to change the network tariff
assigned to a customer. Further information on network tariff reviews is contained in our “Network Teriff
Guide for Standard Control Services®,

With respect fo variations in the basis of charge within a network tariff, Ergon Energy can confirm that the
charging parameters (e.g. fixed, capacity, actual demand and volume charges) within our network tariffs do
not after as the customer's usage or load profile varies. That Is, the structure and rates of each charging
parameter within a tariff apply equally to each customer assigned fo the network tariff regardiess of a
customer’s individual usage or load profile.

However, for SACs <100 MWh p.a. on an IBT, the actual network charges applied to them will vary
according to their level of usage. Simiarty, for SACs <100 MWh p.a. on TOU tariffs, the network charges
will vary according to whan their usage occurs.

Should a customer’s usage or load profile vary, the customer can either manage their usage by responding
fo the price signals inherent in the charging parameters of the tariff, or request to be reassigned to an
alternative network tariff (if applicable) that may be more cost-effective for the customer's revised
requirements.

6.2.3 Notification of a tariff class assignment and reassignment

Once Ergon Energy has assigned or reviewed the assignment of a customer o a Standard Conirol Service
tariff class, written noftification is provided to the customer and thelr retailer prior to the assignment or
reassignment occurring. The written notice includes:
advice that the customer may request further information from Ergon Energy and that they may
object to the proposed assignment or reassignment
a link to Ergon Energy's website where a copy of the internal procedures for reviewing objections is
located
advice that the customer is entitied to seek resolution via the dispute resolution process under
Part 10 of the Law, if the objection is not resolved by Ergon Energy to the satisfaction of the
customer.

in addition, the “Network Tariff Guide for Standard Control Services® sets out the circumstances when a
tariff class assignment and reassignment may occur, and provides details on how the customer or retailer
can request further information on a tariff class assionment, and the procedures to follow if the customer
objects to a proposed tariff class assignment or reassignment. This information is also available in the
“Retailer Handbook® issued and available to retailers operating in Ergon Energy's distribution area.
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6  Standard Control Services

6.2.4 Objections to a fariff class assignment or reassignment

If either the customer or retiler raises an objection to a tariff class assignment or reassignment, the matter
Is reviewed and, If required, escalated fo.the Manager Regulatory Determination and Pricing for
reassessment. Following this intemal review, should the matter not be resolved to the satisfaction of the
customer, the customer is entitied to refer the matfter to the AER for resolution via the dispute resolution
process available under Part 10 of the Law.

At the time of preparing this Pricing Proposal, Ergon Energy had not received any objections 1o a tariff class
assignment or reassignmeant relating to Standard Centrol Services that cocurred during the 201314 year.

6.3 Tariff charging parameters

The network tariffs comprise a number of charging parameters, each selected and structured to provide
signals fo network users about the efficient use of the network and the impact of their usage on future
network capacity and costs.

The following charging parameters have been adopted in 2014-15.

6.3.1 Fixed charges

The fixed charge has been applied to serve two broad purposes. For some customers within a tariff class,
it seeks fo reflect the incremental costs that arise from the connection and management of the network
user. The fixed charge Is aiso used to help recover a share of residual or sunk elements of Ergon Energy's
costs, For example, for SACs <100 MWh p.a., the fixed charge also recovers a portion of the shared
network costs.

6.3.2 Capacity and actual demand charges

Shared network costs for ICCs, CACs and SACs >100 MWh p.a. are recovered through the capacity
charge and/or actual demand charge componenis. These charges provide economic signals to the
customers on the existing and future use of the shared network on the basis that customers who place
greater pressure on the system incur higher charges.

The demand used for the calcuiation of the capacity charge is the authorised demand or, if there is no
authorised demand, the annual maximum demand in the previous full pricing pericd prior to the setting of
prices. Under certain circumstances, where there has been a significant change in demand attributable to
a network user's load change after this previous pricing period, a more recent demand may be substituted.

Further, where the actual demand exceeds the authorised demand in any one month, the actual demand
will be substituted for the authorised demand in the calculation of the capacity charge for that month.

The demand used for the calculation of the actual demand charge Is the annual average demand (l.e. the
average of the monthly maximum demands in the previous full pricing period prior io the setting of prices).
Under certain circumstances, where there has been a significant change in demand attributeble to a
network user's load change after this previous pricing period, a more recent average demand may be
substituted.

The capacity charge applies to ICC and CAC network users only.

For SACs >100 MWh p.a., an actual demand charge applies. However, the minimum chargeable actual
demand charge that applied instead of a capacity charge up until 2013—14 has been restructured into the
fixed charge (refer to Section 8.3).

SACs <100 MWh p.a. do not have either a capacity charge or an actual demand charge.
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