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Dear Michael
Basis of SKM Asset Valuation

I refer to your query regarding the valuation of Transend’s regulatory asset base as at 30 June
2001, as undertaken by SKM, and specifically the issue of equity raising costs associated with
that valuation.

SKM’s valuation at that time was based on reference building blocks for each category of asset
which were based on actual construction costs and internal/procurement costs, plus a nominal
allocation for project management costs. Where appropriate an interest during construction
component was applied for assets which typically have long project design and construction

times. No allowance was made for other financing costs.

Specifically, no allowance was provided in the 30 June 2001 asset valuation for costs
associated with raising equity in relation to the assets at that time.

Regards
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Ben Kearney
Manager Strategi¢ Consulting

Phone: 07 3026 7523
E-mail: bkearney@skm.com.au
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