LILYAUWISEND

APPENDIX 20

Marsh, Five Year Insurance Premium Trends-Indicative Forecasts, May 2008

AV,
N o

TRANSEND



Lindsay Wilcox
Managing Principal

MARSH ABN 86,004 651 512

Level 2, 111 Macquarie St
MARSH MERCER KROLL HOBART TAS 7000
GUY CARPENTER  OLIVER WYMAN GPO Box 1400

HOBART TAS 7001

613 6281 3100 Fax 61 3 6281 3160
lindsay.wilcox@marsh.com
www.marsh.com.au

28 May 2008

Mr Leigh Burrill

Transend Networks Pty Ltd
1-7 Maria Street

Lenah Valley TAS 7008

Subject: Five Year Insurance Premium Trends - Indicative Forecasts

Dear Leigh

Transend Networks Pty Ltd, being a power utility, is considered by the insurance industry as
a specialised risk. Only limited underwriters will participate in these risks and the insurance
has therefore been underwritten by specialised underwriters operating in the global market
with the majority of Transend’s insurance placed with Lloyds of London.

Transend’s insurance premiums and deductibles are therefore impacted by global power
sector market and their specific loss experience. For example the Taum Sauk dam breach,
transformer failures and general market losses suffered as a result of hurricanes Katrina and
Rita have impacted the prior softer market cycle. These losses do inevitably pass onto the
direct buying market.

The availability of market capacity for the utility sector impacts directly on the premium and
deductible and the forecast from Marsh Pty Ltd (Transend’s insurance brokers) is for an
upturn in rates from 2009.

The emerging global risks considered by insurers from 2006 to 2015 time horizons include:-

Global warming
Terrorism

Oil-price spike

Influenza pandemic
HIV/Aids, TB and Malaria
Earthquake

Whilst not all these risks may affect insurance directly a major occurrence will impact on the
insurance industry and premium costs.

If this communication contains personal information we expect you to treat that information in accordance with the Australian Privacy Act 1988 (Cth) or equivalent. You
must advise us if you cannot comply.
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Other factors affecting premiums and cover will be:-

Cyclical Nature of Insurance

Insurance is driven by capacity — when capacity is low premiums will increase. In 2001
following insurers collapse and September 11, capacity was scarce and premiums increased
in some cases by 200% to 300%.

The average market down cycle lasts for 3.5 years — the current soft market started in March
2004 and should start to bottom out in mid to late 2008.

2008 - 2012 is expected to be a period of upward pressure on premiums.

Mergers and Acquisitions

Major Australian insurers are on record of their desire to grow their business through
continued acquisitions.

Currently Suncorp have announced a buy-out of Promina (Vero).

CGU and QBE are also known to be considering their options for acquisitions.

Lack of competition is expected to put pressure on insurance rates.

Reinsurance Market

The most current event influencing reinsurance markets was Hurricane Katrina.
Conservatively, Hurricane Katrina will result in about $40 billion of insured losses. That's the
largest loss in the insurance industry’s history. Reinsurers will bear about 50 percent of this
loss, about $20 billion.

However, when we look at Katrina in terms of capital, it works out to be only 5 percent of the
total capital of the reinsurance business. The loss, from that perspective, is not large.

The issue of most critical importance with regard to Katrina will be the impact of the loss on
how people think about the reinsurance market. The loss is causing insurers and reinsurer to
reassess their views of the worst-case scenarios that they face on their books of property
insurance business.

There seems to be increasing evidence that we’re experiencing a period of increased
tropical-storm activity in the North Atlantic. This activity began in the mid-1990s, and the US
National Hurricane Center expects it to last for 25-40 years. That means that for at least the
next 15 years, we may see catastrophe reinsurance losses way outside of historical ranges.
This will have an effect on the cost of reinsurance.
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Changes in legislation

Recent tort reforms has eased the burden on insurers — especially public liability insurance.
However, if the reforms are seen by the community as too hard, pressure may be borne on
the legislators to broaden the scope for action.

Legislative amendments is a consideration by Workers Compensation insurers in Tasmania.
Changes to the Workers Rehabilitation and Compensation Act resulted in removal of
common law rights of recovery except where the worker suffered more than 30% whole of
body disablement.

Subsequently, premium rates have plummeted and are now reaching unsustainable levels.
Government announcements of changes to be implemented in 2009 (reduction in the 30%
threshold?) will result in increased pressure on rates in 2008 and beyond.

Own Loss Experience

Despite proactive and aggressive risk management practices, a severe bushfire caused by
Transend causing loss or damage to own and third party property and life will affect both the
premium and deductible levels.

Premium Indicative Forecast

Insurance costs have therefore been factored predominantly as 8 per cent per annum year
on year increase with the exception of a more variable increase for Workers Compensation
with consideration to legislative changes to be implemented in 2009.

The premium indication is based on the following assumptions

» Claims — there will be no significant deterioration in Transend’s claims. Also, the forecast
does not take into account any catastrophic losses, which may adversely affect the
global reinsurance market.

= Scope of Coverage — the existing policy coverage remains relatively static and insurers
capacity to underwrite the risk remains relatively stable.

» CPI - the premium forecasts are based on current 2008 dollars and do not take into
consideration CPI increases.

The attached spreadsheets address each year premium costing 2009 to 2014

Yours sincerely,
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pra—

—Tindsay Wiicox

indsay Wilcox
Managing Principal
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