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SUMMARY OF MARKET UPDATES  
The following diagrams illustrate the insurance market cycle.  Current cycle position is a ‘Hard Market’ 
represented by increased premiums and restricted cover. 

Figure 7 – Insurance Cycle 

 

Figure 8 – Market Behaviours of Hard Market Cycle 

 

 
Of note, the current hard market is characterised by the below key factors: 

• Moderate to high increases in all premium classes 
• More selective underwriting and greater due diligence by insurers including the requirement to 

provide significant amounts of information 
• Reduction in capacity and cover e.g. policy exclusions are becoming increasing common 
• Reduction in ability to write Long Term Agreements  
• Increase in exclusions particularly cyber and communicable / infectious disease related 
• Removal of incidental inclusions / benefits including No Claims Discounts and Margin clauses. 
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PREMIUM PROJECTIONS 

Background 
Powerlink is a government-owned organisation that owns Queensland’s high-voltage electricity transmission 
network.  The network extends 1,700 km from the northern NSW border up to far-north Queensland. 
Powerlink’s main activity is transportation of electricity on its high-voltage transmission network from 
generators to an electricity distribution network and major high voltage customers.  The Australian Energy 
Regulator (AER) sets Maximum Allowable Revenue for Powerlink for each five-year regulatory period. 

Scope 
The scope of our review is to provide estimates of the total premium payable by Powerlink across the five-
year period 2022/23 to 2026/27, with separate estimates for each year.  The estimated costs provided are the 
insurance base premiums payable plus an estimate of taxes and levies, excluding GST (reflected as Total 
Premium in the tables). The broker fees are shown separately.  
 
Our estimates include allowance for the following insurance classes: 

• Industrial Special Risks (ISR) (includes Terrorism wrap cover) 
• Towers and Lines 
• General and Products Liability (Combined Liability including Bushfire) 
• Financial Professional lines (FINPRO) including: 

- Directors’ and Officers’ 
- Employment Practices 
- Professional Indemnity 
- Corporate Practices Protection (Inquiry Costs & Statutory Liability) 
- Cyber Insurance (in place since April 2016) 

• Other Ancillary classes of insurance, including: 
- Motor Vehicle 
- Marine Cargo 
- Business Travel 

We have excluded the premiums for a number of other insurable risks for which Powerlink currently 
purchases insurance.  Specifically, we have excluded the following groups of insurance: 

• Contract Works and Construction Liability (Principal Controlled Insurance arrangements)   
• Income Protection for Redundant Staff  
• Workers Compensation. 

Basis of Estimates 
We have prepared our annual estimated premiums for Powerlink on the basis that they: 
 

• Consider the projected growth in the asset values of Powerlink’s insurable asset values over the 
regulatory period.  The projected asset values were provided by Powerlink and show minimal to no 
growth over the regulatory period 2022/23 to 2026/27.   

• Assume a continuing hard market, which begins to soften throughout the period i.e. reflected as 
continuing moderate increases in premium and stabilising towards the end of the period. We have 
also assumed the absence of any catastrophe events that would likely have a significant effect on 
future premiums however we have assumed a claim for the Industrial Special Risks policy based on 
an above deductible claim approximately every 2.3 years.   
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• Include an allowance for all reasonably expected statutory taxes and levies, excluding GST.  Our 
allowance for these costs has been based on the level of these costs included in the historical 
premiums.  Powerlink use the services of two insurance brokers (Marsh – Retail; and Ed Broking – 
Wholesale) for advice on the appropriateness of their insurance program and to source the most 
competitive rates available in the global market.   

• Are central estimates (i.e. Mean values of the range of possible, credible outcomes) 
 
Ed Brokings’ independent view of projected premium forecasts is consistent with those developed by 
Marsh. 
 
At the time of writing, consideration also needs to be given to the impact on the Insurance Market 
following COVID 19 claims. At this point it is too early to provide specifics but will at very least present 
macro issues likely with coverage and possibly pricing on some classes of insurance. 

Comments on Insurance Program 
The existing program is fit for purpose and balances risk exposure with appropriate insurance and regulatory 
arrangements. The insurance requirements, including limits, sub-limits and deductibles, are informed by a 
range of processes comprising: 

• Annual development and approval of a Powerlink Insurance Renewal Strategy.  This Strategy forms a 
critical component of the insurance program renewal process, supports good governance and provides 
a transparent and justifiable mechanism to review the insurance program structure and suitability.  

• Powerlink and external generated risk assessments (may include exposure analysis) and reviews. 
• Maximum foreseeable loss (MFL) studies: 

o Powerlink periodically undertakes analysis of credible scenarios e.g. credible bushfire and 
loss of supply liability events, to verify that it is maintaining appropriate insurance cover.    

• Underwriter engineering reports: 
o Powerlink engages specialist service providers and / or Industrial Special Risk (ISR) 

underwriters to complete an annual inspection of targeted Powerlink sites to assess risk 
exposures and for Powerlink to address risk recommendations (if any). 

• Broker advice, expertise and market analysis: 
o Including insurance renewal analysis against market updates. 
o Policy (e.g. limits, premium rates, coverage) benchmarking against comparative industry peers. 

Of note, that in classes that can be authoritatively benchmarked e.g. for ISR, Powerlink is within 
1st Quartile of rate per 100 Total Insured Values of peer companies. 

o Continuous review and monitoring of policy wording. 
• Powerlink claims history and loss ratios: 

o This provides a mechanism to validate coverage and limits, and an opportunity to pursue 
improvements where coverage gaps or clarifications are required. 

o Also allows Powerlink to benchmark Loss Ratio’s premium v. claims 

As outlined, Powerlink supported by its Brokers, continually review its insurance requirements against the 
organisational and external environment. Policy limits, sub-limits, deductibles and uninsured risks are reviewed 
annually and may change based on factors including risk profile, market capacity, and pricing.  

Industrial Special Risks 
Historically, Powerlink’s premium and rate for this policy has remained relatively stable, due to Long Term 
Agreements and extensions within the policy that allow for an increase in asset values with no additional 
premium being charged at renewal. As the market has now changed and the Long Term Agreements may 
well expire before the new regulatory reset period begins, these are considered unlikely to continue and are 
not taken into account in our premium forecasts.  
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It is noted that Powerlink continues to assess and improve its control environment in reference to bushfire 
liability.  This includes the establishment of a Bushfire Mitigation Working Group and ongoing review and 
improvement of related asset management and vegetation management activities. 

Financial Lines  
Powerlink purchase the following Financial Lines policies:  

• Directors’ & Officers’ Liability  
• Employment Practices Liability  
• Professional Indemnity 
• Corporate Practices Protection (Inquiry Costs & Statutory Liability) 
• Cyber Insurance. 

The policies are subject to various limits and deductibles however the overall exposure to Powerlink in terms 
of deductibles is minimal, as the policies have been claims free for the last five years. The relevant policy 
limits and deductibles are assessed as appropriate for Powerlink’s risk exposure. 

The Financial Lines market has been significantly harder than the General Lines market for a number of years 
with no signs of changing. Powerlink do not purchase Side C cover (relevant to ASX listed companies only) 
under their Directors’ and Officers’ policy, which, to an extent, has protected Powerlink from more material 
increases.   

We have assumed no change to the current policy limits, and no material changes to the current deductibles. 
We have not assumed any losses will occur within the forthcoming regulatory period that is consistent with 
no claims against these policies to date. 

Our premium projection is detailed below. 

Table 6. Summary of Financial Lines Forecasts (Nominal) 
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Ancillary Lines 
Powerlink purchase the following Ancillary Lines policies:  

• Motor Vehicle 
• Business Travel 
• Marine Cargo. 

These policies are subject to various limits and deductibles, however the overall exposure to Powerlink in 
terms of deductibles is minimal as the policies have low deductibles when compared to the possible 
exposure under the policy. The relevant policy limits and deductibles are assessed as appropriate for 
Powerlink’s risk exposure. 

The Ancillary Lines market has historically been quite stable, with a number of markets able to offer coverage 
at significantly cheap rates with many insurers seeking greater market share at  unsustainable premium 
levels. Insurers have now realised this and are now rectifying their portfolios, re-rating risks and charging the 
technical rates which are required to ensure that the portfolios remain sustainable.  

We have assumed no change to the current policy limits, and no material changes to the current deductibles.  

Our premium projection is detailed below. 

Table 7. Summary of Ancillary Lines Forecasts (Nominal) 
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Professional Fees 
Powerlink currently utilises the services of two brokers, Marsh Pty Ltd for the retail broking, and Ed Broking 
for the wholesale broking. These services include brokerage, specialist advice and supporting technical 
reports along with supporting Powerlink to position itself strongly in the market with insurers  

Our projection for the professional fees is detailed below. 

Table 8. Summary of Professional Fees Forecasts (Nominal) 
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PREMIUM PROJECTION ASSUMPTIONS 
• The claims loss history data as supplied by Powerlink is accurate and representative of loss history.  
• That underwriting information provided by Powerlink such as asset values, vehicle numbers and 

other data to satisfy disclosure requirements. 
• The estimates include base premium, terrorism levy, stamp duty, BUT excludes GST. 
• No new policies to be put in place plus no material change to current policy coverage including 

limits, deductibles, etc. 
• Vehicle numbers, trip estimates, transit estimates all remain flat. 
• No major claims have been taken into account with the exception of that noted for the Industrial 

Special Risks placement.  
• No provision for significant change in risk profile or change in company structure. 
• No provision for significant deterioration of claims experience, or significant claims affecting the 

market, e.g. Natural catastrophe events or unforeseen events such as COVID 19. 
• No Claims Discounts (NCDs) have been excluded in line with market changes and insurer 

requirements.  
• CPI has not been directly built in to premium forecasts but is assumed to be part of year on year 

changes embedded within the Average Premium Rate. 
• Forecasts are estimates ONLY with a range of uncertainties both known and unknown.  The Forecast 

should therefore be viewed as an average with most likely outcomes + or - 10%. 
• Excludes Principal Controlled Insurance (Line Refit and Easement Maintenance), Income Protection 

and Workers Compensation. 
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FORECAST SELF-INSURANCE REQUIREMENTS 

Background 
Marsh has undertaken an analysis of Powerlink’s retained loss history and our observations follow in 
connection with forecast self-insurance provisions for certain classes of insurance. 

Our observations are prefaced on our understanding and interpretation of the loss data supplied by 
Powerlink.   

Comments on Self-Insurance Application (SIA) 
The AER approved SIA allowance (for the Regulated Asset Base) entitles Powerlink to recover:  

• below deductible losses for the relevant insurance policy  
• above policy limit losses below 1 per cent of the Maximum Allowable Revenue (MAR) for Powerlink 

for that regulatory year  
• any differential between what an insurance underwriter pays out and the cost to Powerlink e.g. 

difference between the vehicle market value (as assessed by the insurance underwriter) and the 
vehicle book value.  

 
Powerlink has developed detailed processes for application of the self-insurance allowance including it must:  

• be for an event within the terms of the relevant insurance policy or an uninsurable event;  
• not be expenses usually categorised as scheduled or unscheduled maintenance;  
• not be Business as Usual (BaU) related costs; and  
• for third party claims, Powerlink must be legally liable (therefore excludes ex gratia payments as 

these are payments made in the absence of legal obligation).  

 
Individual year on year comparisons of costs and allowances of self-insurance are assumed to net out over 
the medium to long term.  
 
It is assessed by Marsh that Powerlink has no likely and significant uninsured risks though most policies 
contain  exclusions which are becoming increasingly prevalent and a requirement from insurers e.g. Cyber, 
Communicable / infectious disease. As noted earlier in this report there may be future insurance policies that 
may be relevant (e.g. Environmental Protection, Pandemic / Infectious Disease and Fraud/Crime); and that the 
application of the self-insurance allowance by Powerlink is appropriate.   
 
Additionally, the self-insurance allowance and commercial insurance arrangements complement each other 
with the relevant deductible amounts optimised to deliver the best value for money and manage risk 
exposure. 
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SELF-INSURANCE PROJECTION ASSUMPTIONS / 
CONSIDERATIONS 

• The retained loss history data as supplied by Powerlink is accurate and representative of loss history.  
• Our knowledge of the potential for volatility in certain classes of insurance, particularly ISR. 
• Our experience in managing claims for all classes of insurance and the potential for claim cost 

provisions to experience significant deviations over the life of a claim. 
• A reasoned estimate as to claim costs in the context of the knowledge that forecasting for self-

insured costs is an inherently problematic exercise. 
• For planning purposes, deductibles remain unchanged excluding for Liability. 

 



 

 
                        

                           
                       

                       
            

 
         

 
 

 

      

 




