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1. Introduction 

Transgrid operates and manages the major high voltage electricity transmission network in NSW and the 

ACT as a transmission network service provider (TNSP), connecting generators, distributors and major end 

users. 

Transgrid is the trading name for the NSW Electricity Networks Operations Pty Ltd (ACN 609 169 959) as a 

Trustee for the NSW Electricity Networks Operations Trust (ABN 70 250 995 390). 

On 5 April 2024, the Australian Energy Regulator (AER) made an Annual Information Order (Order) 

applying to electricity distribution and transmission networks, and interconnectors. These Orders require 

Transgrid to annually prepare and submit certain information to support the AER’s regulatory 

responsibilities. 

This document provides Transgrid’s response to the requirements set out in Chapter 4 Supporting 

Information Requirements of the Order1 and identifies the confidential information contained in this 

response in accordance with the AER’s Confidentiality Guideline. 

 

 
1 AER, Annual Information Order - Electricity TNSPs - April 2024, April 2024, chapter 4, pp. 8-14 
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 Transgrid has robust systems in place to capture direct labour as set out above, and 

 Transgrid recognises the level of support required for a task is generally aligned to the level of labour involved in undertaking that task. 

It is believed that this allocation method is the most appropriate for Transgrid. Costs are allocated on a causal basis in a way that is both 

transparent and equitable. 

The numeric quantity or percentage of the direct labour allocator will change from time to time throughout the regulatory control period, because 

the quantum of the cost driver on which the allocator is based will change in the normal course of events. The information from which the 

percentage of direct labour allocator will be calculated will be sourced from Transgrid’s Enterprise Resource Planning financial management 

systems. 

By ensuring that costing is correctly allocated using the abovementioned approach, the need to further allocate costs in an arbitrary manner is 

negated. As such there is no indirect cost allocated on a causal basis. 

4.5. Material differences 

4.5.1. Service Target Performance Incentive Scheme (STPIS) 

Table 4-4 identifies each difference between the target performance measure specified in the STPIS and actual performance reported in our 

data workbooks. Variances explanations are provided for each difference equal to or greater than ± 10 percent. 

The reason for the STPIS parameters below deviate from their targets (which are calculated from historical average performance) by more than 

±10% is due to expected statistical variation in these parameters from year to year.  Based on data from the past five years, these values have 

deviated from their respective targets by more than ±10% in 85% of cases. 
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Contingent Project Application (CPA) Determination included biodiversity offset costs as part of the Land and Easements asset class. The AER 

has subsequently provided approval for Transgrid to report these costs as part of the biodiversity offset asset classes approved in the VNI-West 

Stage 1 and Humelink Stage 2 CPA determinations as this better reflects the nature of the assets. The tax standard asset lives in Transgrid’s 

2024-25 RFM has been updated to include the following two new tax standard asset lives: 

 Biodiversity Offsets (Stewardship sites) – PEC – no tax standard asset life 

 Biodiversity Offsets (Direct payments and other costs) – PEC – 50 year tax standard asset life   

4.10. Tax reporting – immediate expensing 

In the 2024-25 reporting period, the capex associated with the immediate expensing of capex included capital works that were repairs and 

maintenance. This is in accordance with tax legislation, current Australian Tax Office guidance, internal tax policy, and advice from its tax 

advisors. The capital works included the following: 

 Refurbishment and remediation of damaged components of substations and transmission lines; 

 Asbestos remediation; 

 Painting; and 

 Replacement of defective circuit breakers.  

Table 4-10 below is an extract from Table 2.4.1 Immediate Expensing of Capex as commissioned of the AER’s workbook. It provides a list a 

breakdown of the immediate expensing of capital expenditure per asset class applicable in 2024-25. The immediate expensing of capex was 

based on a detailed analysis of each individual project and the actual costs incurred on that project.  There were no allocations based on 

assumptions made. 

The income tax returns for the 2024-25 reporting period are currently being prepared.  The due dates of the income tax returns for the Transgrid 

group are either on 3 March 2026 or 15 May 2026.  The total value of the immediate expensing of capex will be consistent with the income tax 

returns for the Transgrid group.  

Transgrid has not changed or intends to change its tax policy on immediate expensing of capex in the 2024-25 reporting period.     
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then further actions to address are undertaken including determining whether the event meets the eligibility criteria to submit a negative cost 

pass through application.   

The materiality threshold applied includes events that result in Transgrid incurring lower costs exceeding 1% of the Maximum Allowable 

Revenue for that regulatory year. 

4.14. Reconciliation of Opex 

The total non-network operating expenditure is consistently reported and reconciled across the following worksheets: 

 2.1.2 Prescribed Transmission Service Opex  

 2.6.1 Non-network Opex, and 

 2.12.1 Input tables (Opex)  

 

4.15. Benchmarking asset base 

Consistent with prior years, Transgrid has not elected to report our benchmarking asset base using the optional additional approach outlined in 

section 7.1.11 of the AER’s Annual Information Order – Electricity TNSPs – Appendix A – Data workbooks instructions4. 

4.16. Taxable income adjustment 

For the 2024-25 reporting period Transgrid did not: 

 Recognise any cumulative carried forward tax losses from the provision of core regulated services  

 Make any taxable income adjustments for gifted assets, and 

 Have any permanent differences due to disallowed interest expense or adjustments to prior year returns.   

 

This information is also provided in the Section 8.7.1 Profitability Tax Data in A.2 Basis of Preparation. 

4.17. Interest Expense  

Section 8.7.1 Profitability Tax Data - Interest Expenditure of A.2 Basis of Preparation provides the following: 

 
4 AER, Annual Information Order – Electricity TNSPs – Appendix A – Data workbooks instructions, April 2024, section 7.1.11, p. 21 
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(a) a description and explanation of the methodology used to allocate the interest expenditure including:  

(i) the specific debt that has been allocated to the Transgrid’s core regulated services;  

(ii) the general debt that has been allocated Transgrid’s core regulated services;  

(iii) the method used to allocate the specific debt and general debt between the regulated and unregulated assets held at the group level and 

also to the core regulated services; and  

(iv) the method used to allocate related party interest to the Transgrid’s core regulated services, to the extent related party debt has been 

included in the specific or general debt allocations; and  

(b) where available or applicable to Transgrid, we have provided details of the characteristics of the portfolio of debt being allocated to the 

Transgrid, including:  

(i) the value of drawn debt allocated to Transgrid’s core regulated services; 

(ii) the portfolio-weighted average term of debt instruments giving rise to interest expense reported; and  

(iii) any additional detail in its basis of preparation, that Transgrid consider relevant in understanding the allocated interest expenditure. 

4.18. Large Project Capex 

Table 4-12 provides for each Large Project: 

 The date of the AER determination incorporating the expenditure forecast for the Large Project into our maximum allowed revenue 

 Whether the project is a Contingent Project (as defined by the National Electricity Rules) 

 The expenditure forecast for the reporting period; the difference between forecast and actual expenditure; and drivers of the difference. 

 

 

 

 

 

 

 






