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Shortened forms

Shortened form Extended form

AER Australian Energy Regulator

capex capital expenditure

CPI consumer price index

DMS data management system

DV diminishing value

DNSP distribution network service provider

NEL National Electricity Law

NER National Electricity Rules

PTRM post-tax revenue model

RAB regulatory asset base

RIN regulatory information notice

RFM roll forward model

SL straight-line

TAB tax asset base

tracking module depreciation tracking module

WACC weighted average cost of capital

WARL weighted average remaining life

year t—1 final year of the previous regulatory control period
year t-2 second last year of the previous regulatory control period
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1 Introduction

This handbook sets out the Australian Energy Regulator’s (AER) roll forward model (RFM)
for electricity distribution network service providers (DNSPs). The RFM is a set of two
Microsoft Excel workbooks (each a series of Microsoft Excel spreadsheets) developed in
accordance with the requirements of clause 6.5.1 of the National Electricity Rules (NER).
The main workbook—commonly referred to as ‘the RFM'—is where the majority of the
calculations for rolling forward the asset base are performed. The second workbook, which is
an attachment to the main RFM workbook—referred to as ‘the depreciation tracking
module’—is used to calculate depreciation schedules for a DNSP where relevant.” We
prepare and publish the RFM in accordance with the distribution consultation procedures set
out in the NER.?

1.1 Role of the model

DNSPs are required to submit a completed RFM to us as part of their regulatory proposals.

We use the RFM to determine the closing regulatory asset base (RAB) and tax asset base
(TAB) for a regulatory control period. The closing RAB (and TAB) value for a regulatory
control period becomes the opening RAB (and TAB) to be used for the purposes of making a
building block determination for the next regulatory control period.3 The roll forward of the
opening RAB (and TAB) for the next regulatory control period, on a forecast indicative basis,
is undertaken in our post-tax revenue model (PTRM) in accordance with the requirements of
the NER.

1.2 Confidentiality

Our obligations regarding confidentiality and the disclosure of information provided to us by a
DNSP are governed by the Competition and consumer Act 2010 (Cth), the National
Electricity Law (NEL) and the NER.

1.3 Process for revision

We may amend or replace the RFM from time to time in accordance with clause 6.5.1(c) of
the NER and the distribution consultation procedures. We will publish a revised version of
this handbook to accompany each version of the RFM we amend or replace in the future.

A version number and an effective date of issue will identify each version of this handbook.

The depreciation tracking module uses the year-by-year tracking approach, which tracks the asset classes on a yearly
basis, in addition to grouping assets by type via asset classes.

NER, cl. 6.16.

Specifically, the RAB is used to calculate the return on and of capital building blocks. The TAB is used to calculate the
corporate income tax building block.
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2 The model
2.1 Overview of the RFM

The RFM is used to calculate the total value of assets for a DNSP across a regulatory
control period. Specifically, the RFM is a set of Microsoft Excel spreadsheets (sheets)
combined into one file that perform calculations to derive a closing RAB for the current
regulatory control period from a given set of inputs.* The RFM has a depreciation tracking
module as an attachment, which comprises of a separate set of Microsoft Excel sheets in
one file. The RFM allows the user to vary the inputs in order to assess their impact on the
output data and other derived parameters. Figure 1 provides an overview of this process.

In Figure 1, each box represents a sheet within the RFM. Sheets are classified as primarily
about inputs (left column), calculations (centre column) or outputs (right column). The flow of
data is therefore from left to right, and simplified links between the sheets are shown with
blue arrows.

To operate the RFM, the user enters all the required data on the RFM input sheet—for
example, the opening RAB and TAB values, actual capital expenditure (capex) across the
regulatory control period, or the actual consumer price index (CPI) rate. These inputs often
require reconciliation with previous models (RFM or PTRM) approved for the building block
determination applying to the current regulatory control period, depreciation tracking module
for the upcoming reset, or annual information reported by the DNSPs. In this sense, the
majority of inputs to the RFM will be the output from other parts the previous final decision.

The RFM then uses this data to undertake the RAB (and TAB) roll forward, consistent with
the requirements of the NER. Under this approach, the RAB is rolled forward during each
year of the current regulatory control period by adding capex (net of disposals and capital
contributions®), subtracting depreciation and indexing for actual CPI in the RAB roll forward
sheet. The required true-up for RAB adjustments (such as for using an estimate of capex) in
the final year of the previous regulatory control period is calculated in the Adjustment for
previous period sheet. The Total RAB roll forward sheet then draws the data from the
RAB roll forward and Adjustment for previous period sheets to bring together the closing
RAB for the current regulatory control period.

The roll forward of the TAB is undertaken in a similar, but simpler manner in the TAB roll
forward sheet. Unlike the RAB, the TAB is not used to derive revenues explicitly and so the
final year capex estimate true-up can be accommodated by replacing with actual capex in
the relevant year of incurrence.®

The set of Microsoft Excel sheets which constitute the RFM were created in Microsoft Excel 2016. We recommend this or
a later version of Microsoft Excel be used in applying these spreadsheets.

These include contributions from customers or governments, or gifted assets.

Consistent with tax law, the TAB is rolled forward in nominal dollar terms and so there is no indexation required.
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Figure 1 Overview of the RFM sheets
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innominal terms.
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r Calculates the remaining asset
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Calculates the tax assetlife foreach
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formula.

TAB roll forward

Calculates the nominal opening and
closing TAE for each year of the current
period.

PTRM input summary

Brings together the relevant
data from the calculation
sheetsinthe formatrequired
forthe PTRM inputsheet.
This includes:

« Opening RAB values (as-
incurred) for the start of the
next perod

« Opening TAB values forthe
start of the nextperiod

* RAB remaining lives at the
start of the nextperiod

s TAB remaining lives atthe
start of the nextperiod.

The RAB remaining lives and TAB remaining lives sheets roll forward the weighted
average remaining life (WARL) of each asset class based on actual depreciation of the
opening asset value and net capex incurred in each regulatory control period. The weighted
average method is one of two approaches in depreciating the opening RAB and TAB, and is
the default position in the RFM for calculating the remaining asset lives for input to the

PTRM. Some DNSPs adopt the alternative year-by-year tracking approach to calculating
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depreciation of the PTRM opening RAB and/or opening TAB values, and so they may use
the accompanying depreciation tracking module for this purpose.

Finally, because the outputs of the RFM become inputs to the PTRM, there is a presentation
sheet which provides a summary of output data in the format required for feeding into the
PTRM.

The user should not alter the names of any sheets or defined name ranges within the RFM.
These RFM components are used when automatically importing into our data management
system (DMS). If these elements are changed, errors may occur.

2.2 DMS input sheet

The DMS input sheet captures business specific, non-financial information that is required
for us to import the RFM into its DMS. To allow this automatic import to take place, the user
should not change the layout of this sheet.

Entity details for the relevant business are recorded in rows 14 to 16. These will be stored in
the DMS. These inputs also control the headings displayed at the top of other sheets in the
RFM.

Context details for the RFM are recorded in the lower section. The stage of the regulatory
process is set in cell C22 using a drop down menu.’ If this is not enough description to
uniquely identify the RFM submission, a description should be placed in cell C23 (for
example, a resubmission of the regulatory proposal RFM with revised data values after an
error was corrected).

Figure 2 provides an example of the DMS input sheet.

Figure 2 DMS input sheet

A B Cc D E E G H J K L

4

2 Aus Elec - DMS Input - DNSP RFM - version 3 Input cells are in blue

3

4

5

B This sheet requests information that allows the AER to automatically import the RFM into our data management system (DMS).
7 This sheet's metadata relates to the business and context for the RFM (rather than the RFM itself).

8 Only change blue input cells. To facilitate the automatic import, please do not delete or add rows on this sheet.

9 Throughout the rest of the workbook, defined name ranges are used to identify data that is imported into the DMS.

10

11

12 Entity details

13

14 Trading name Australian Distribution Co

15 ACN/ABN 11222333444

16 Business short name Aus Elec

17

18

18 ry process details

20

21

22 Source Regulatory proposal

Amended model submission - reason

23

24

25

2R
7

For example, whether the RFM relates to the regulatory proposal, draft decision, revised regulatory proposal or final
decision.
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2.3 RFM input sheet

The RFM input sheet provides for key input variables to be entered in the RFM. They are
automatically linked to corresponding cells in other relevant sheets. Values should be
entered into each cell with light blue shading. This sheet comprises of the following sections:

opening RAB and opening TAB

actual nominal capex—as incurred

e actual nominal asset disposals—as incurred

e actual nominal capital contributions—as incurred
e actual real net capex—as incurred

o lagged inflation option

» inflation and rate of return

e real straight-line RAB depreciation option

o forecast/actual year-by-year tracking real straight-line RAB depreciation
e actual tax depreciation option

e year-by-year tracking actual tax depreciation

o forecast nominal final year asset adjustments

e ex-post review options

e ex-post review inputs.

The input data to be recorded in the RFM must be in a consistent format as the data
collected from the DNSP in accordance with our regulatory information notice (RIN).

The RFM can accommodate input data for up to 11-year period. This includes the final year
of the previous regulatory control period, as well as up to 10 years of the current regulatory
control period. Input cells outside of the relevant regulatory control period should be left
blank.

The RFM is configured as follows:

e Uses straight-line (SL) depreciation as the default method for calculating depreciation for
regulatory purposes—If DNSPs intend to propose other depreciation profiles, it is
recommended that they raise this as part of pre-lodgement discussions.® For example,
this could take place during the framework and approach process for a determination.?

e Uses either the SL method or diminishing value (DV) method for tax depreciation—
Where DV depreciation applies to the regulatory control period, tax depreciation is
calculated in the depreciation tracking module and entered as an input to the RFM.
Where DV depreciation does not apply to the regulatory control period, tax depreciation

The depreciation profiles would be subject to satisfying the requirements of clauses 6.5.3 and 6.5.5(b) of the NER.
Clause 6.8.1 of the NER sets out the requirements of the framework and approach applying to a determination.
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can be calculated using the WARL approach within the RFM or using the year-by-year

approach in the depreciation tracking module and then entered as an input to the RFM.

e Recognises capex on a full as incurred approach—This method for recognising capex
calculates the return on capital and return of capital (regulatory depreciation) based on
as incurred capex; that is, when expenditure is incurred.

Figure 3 and Figure 4 provide an example of the RFM input sheet.
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Figure 3 RFM input sheet-first screenshot
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Figure 4 RFM input sheet—second screenshot
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2.3.1 Opening regulatory asset base and tax asset base

The opening RAB is the value of assets on which a return will be earned. The opening TAB
is used to calculate the depreciation for tax purposes. The RFM input sheet requires values
for the opening RAB (broken into asset classes in rows 7 to 56) at the start of the final year
of the previous regulatory control period. The values for the opening TAB, also broken into
asset classes, are required at the start of the first year of the current regulatory control
period.'® The RAB and TAB will differ each year to reflect actual capex, asset disposals,
capital contributions (for the RAB), and regulatory depreciation (for the RAB) or tax
depreciation (for the TAB).

The recorded input values are linked to subsequent sheets which calculate an annual
balance of the RAB and TAB for the current regulatory control period. Notes have been
included for various cells with specific comments and explanations about the relevance of
the inputs.

Asset class name

The asset classes/names are recorded in column F. It is important that the number of asset
classes recorded in the RAB section matches the number of asset classes identified in the
capex section. This allows the RFM to model consistent depreciation across the asset
classes.

The RFM is configured to accommodate up to 50 asset classes. The number of asset
classes used in the RFM will vary between businesses.’" However, for each business, the
number of asset classes used in the RFM must be consistent with that used in our PTRM to
allow the closing RAB values determined in the RFM to be used as inputs to the opening
RAB values in the PTRM.

RAB values by asset class derived from the RFM may be aggregated or disaggregated into
different classes when forming inputs for the PTRM for the subsequent regulatory control
period where this meaningfully improves the accuracy or administrative convenience of
asset calculations.

Opening asset value

The opening asset values for each asset class are recorded in column |. These values
should be as at the start of the final year of the previous regulatory control period and would
be contained in the RFM used for the current building block determination for the DNSP.
They are linked to the RAB roll forward sheet.

Average remaining life

The remaining lives of each asset class are recorded in column J, based on the economic
lives of the assets as at the start of the current regulatory control period. These values

10 The button at the left of row 53 may be pressed to display/hide rows 37 to 52 (asset classes 31 to 46).
11 Asset classes 47 to 49 in the RFM are designed to be used for assets related to ‘In-house software’ and ‘Buildings’ while

asset class 50 is designed to be used for 'Equity raising costs', consistent with the PTRM.

Roll forward model handbook | Electricity distribution network service providers 16



should be consistent with those contained in the PTRM used in the current building block
determination for the DNSP. They are linked to the RAB roll forward and RAB remaining
lives sheets. These inputs would not be required if the option for depreciating the opening
capital base selected in section 2.3.8 is set to year-by-year tracking, in which case ‘n/a’ is to
be recorded into these cells.

Standard life

The standard lives of each asset class are recorded in column K and measure how long the
infrastructure would physically last if it had just been built. These values should be consistent
with those contained in the PTRM used in the current building block determination for the
DNSP. They are linked to the RAB roll forward and RAB remaining lives sheets.

Forecast net capex

The forecast net capex values for each asset class are recorded in column L. They are
based on the estimates made in the final year of the previous regulatory control period.
These values would be contained in the RFM used for the current building block
determination for the DNSP. They are linked to the Adjustment for previous period and
RAB roll forward sheets.

Forecast regulatory depreciation

The forecast regulatory depreciation values for each asset class are recorded in column M.
They are based on the estimates made for the final year of the previous regulatory control
period. These values would be contained in the RFM used for the current building block
determination for the DNSP. They are linked to the RAB roll forward sheet.

Forecast capital contributions

The forecast capital contribution values for each asset class are recorded in column N. They
are based on the estimates made in the final year of the previous regulatory control period.
These values would be contained in the RFM used for the current building block
determination for the DNSP. They are linked to the TAB roll forward sheet.

Difference in final year capex

The difference in final year capex values for each asset class are recorded in column O.
They are based on the capex 'true-up' adjustment made to the closing RAB for the previous
regulatory control period. These values would be contained in the RFM used for the current
building block determination for the DNSP. These values are linked to the RAB roll forward
sheet.

Return on difference in final year capex

The return on difference in final year capex values for each asset class are recorded in
column P. They are based on the accumulated return associated with the final year capex
'true-up' adjustment made to the closing RAB for the previous regulatory control period.
These values would be contained in the RFM used for the current building block
determination for the DNSP. These values are linked to the RAB roll forward sheet.
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Other final year adjustments

The other final year adjustment values for each asset class are recorded in column Q. This
data may be required for DNSPs which adjusted their closing RAB by removing or adding
assets (such as a change in service classification) in the final year of the previous regulatory
control period.12

The amount of other final year adjustments (if any) would be contained in the RFM used for
the current building block determination for the DNSP. These values are linked to the RAB
roll forward sheet.

Tax asset values—opening tax asset value, average tax remaining life, tax
standard life

The RFM includes a mechanism to roll forward tax asset values between regulatory control
periods. The RFM input sheet requires the tax asset values comprising of the opening tax
values, average tax remaining lives and tax standard lives for each asset class. The RFM is
configured to calculate tax asset values using actual as incurred capex, including the value
of contributed assets, asset disposals and tax depreciation.

For each asset class, the opening tax values at the start of the first year of the current
regulatory control period are recorded in column R, the average tax remaining lives are
recorded in column S and the tax standard lives are recorded in column T. These values are
linked to the TAB roll forward sheet to calculate a running balance of the tax asset values
for the current regulatory control period.

Tax remaining lives are not required if the option for depreciating the opening TAB selected
in section 2.3.10 is set to year-by-year tracking, in which case ‘n/a’ is to be recorded into
these cells.

Base regulatory year

The regulatory year for the start of the current regulatory control period is recorded in
cell U7.

Length of the current regulatory control period
The number of years in the current regulatory control period is recorded in cell V7.

2.3.2 Actual nominal capital expenditure—as incurred?

The actual capex values for the current regulatory control period (including the final year for
the previous regulatory control period) are recorded for each year in rows 61 to 110 (by
asset class). Generally, capex falls into three broad categories:

12
13

Final year adjustments also include any adjustments from an ex-post review of capex.

Actual capex, asset disposals and capital contributions are assumed to be undertaken evenly over a year and therefore
the reported capex values are assumed to be in middle of the year terms. All other input values are assumed to be in end
of the year terms. At the time of the final decision, these inputs for the final year of the regulatory control period will remain
as estimates. These final year estimates will be updated with actuals at the next reset. At the time of the draft decision,
typically these inputs for the last two years of the regulatory control period will remain as estimates.
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o asset augmentation (e.g. works to enlarge a network or to increase the capability of a
network)

o asset replacement (e.g. replacing assets that have passed their useful lives)

e non-network asset (e.g. support the business expenditure).
These inputs are assumed to be in middle of the year terms based on nominal dollar terms.

In the case where an ex-post review determines that a portion of capex is to be excluded
from the RAB, for those years, the actual gross capex inputs in this sheet should reflect the
efficient capex determined in that review.

2.3.3 Actual nominal asset disposals—as incurred

The actual asset disposal values for each year are recorded in rows 115 to 164. These
inputs are assumed to be in middle of the year terms based on nominal dollar terms.

2.3.4 Actual nominal capital contributions—as incurred

The values of actual assets contributed by other parties over the regulatory control period for
each year are recorded in rows 169 to 218. These inputs are assumed to be in middle of the
year terms based on nominal dollar terms.

2.3.5 Actual real net capital expenditure—as incurred

This section on actual real net capex does not require inputs to be recorded. For each asset
class, actual real net capex values are calculated based on the recorded actual nominal
capex values less asset disposal values and contributed assets, and adjusted for actual
inflation. The real net capex values are displayed in rows 223 to 272 and form part of the roll
forward of the RAB in the Adjustment for previous period and RAB roll forward sheets
and the TAB in the TAB roll forward sheet. These values are assumed to be in middle of
the year terms, based on the final year of the previous regulatory control period real dollar
terms.

2.3.6 Lagged inflation option

The RFM provides the user an option at cell E277 (drop down function) to select the RAB roll
forward to be undertaken using partially-lagged or all-lagged actual inflation, so that either
approach can be applied to particular DNSPs where it aligns with their previous historical
treatment. In practice, this will allow the Victorian DNSPs to remain on the all-lagged
approach, while all other DNSPs use the partially-lagged approach. ™

2.3.7 Inflation and rate of return

This section records the actual annual inflation rates (based on CPI) over the current
regulatory control period and in the previous regulatory control period (rows 282 to 283). If

14 For the reasons on why particular DNSPs are to apply certain approaches, see AER, Final decision, Amendment:
Electricity distribution network service providers, Roll forward model (version 2), 15 December 2016, pp. 11-13.
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the partially-lagged approach is selected, actual annual inflation (unlagged) rates are to be
recorded at row 282. If the all-lagged approach is selected, actual annual (one-year lagged)
inflation rates are to be recorded at row 282. Row 283 uses the actual annual inflation rates
at row 282 to calculate the actual inflation (one-year lagged) index.

This section also records the forecast inflation and weighted average cost of capital (WACC)
rates used in the building block determinations (annually updated where relevant)
corresponding to the two regulatory control periods (rows 284 to 289). These parameters are
linked to the Adjustment for previous period and RAB roll forward sheets.

2.3.8 Real straight-line RAB depreciation option

The RFM provides the user an option at cell E293 (drop down function) to select the RAB roll
forward to be undertaken using forecast straight-line depreciation, actual year-by-year
tracking depreciation or actual WARL straight-line depreciation. If forecast depreciation or
actual year-by-year tracking depreciation is selected, the RAB roll forward calculations will
use the depreciation inputs at section 2.3.9 which reflect the approved forecasts for the
current regulatory control period. If actual WARL depreciation is selected, the RAB roll
forward calculations will use the RAB lives and actual capex to calculate depreciation.

2.3.9 Forecast/actual year-by-year tracking real straight-line RAB
depreciation

When the forecast depreciation option is selected, the approved forecast real straight-line
depreciation values for each year are recorded at rows 299 to 348."° The approved forecast
depreciation values would be contained in the PTRM used for the current building block
determination for the DNSP. These values are linked to the RAB roll forward sheet.

When the actual year-by-year tracking depreciation option is selected, real straight-line
depreciation values from the depreciation tracking module for each year are recorded at
rows 299 to 348."® Where actual WARL straight-line depreciation is selected, there is no
need to record any inputs in this section as the RFM will calculate the values in the RAB roll
forward sheet.

2.3.10 Actual tax depreciation option

The RFM provides the user an option at cell E353 (drop down function) to select the TAB roll
forward to be undertaken using year-by-year tracking approach or WARL approach for
actual tax depreciation purposes.

If actual year-by-year tracking depreciation option is selected, the TAB roll forward
calculations will use the depreciation inputs at section 2.3.11 which are calculated in the
depreciation tracking module. This will be the case where capex in the regulatory control
period is subject to the DV method.

15 This applies regardless of whether the WARL approach or year-by-year tracking approach is used by the DNSP.
The actual depreciation values in the depreciation tracking module may need to be converted to the correct dollar terms
before entering into the RFM.
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If actual WARL depreciation is selected, the TAB roll forward calculations will use the tax
lives and actual capex inputs entered in the RFM to calculate tax depreciation using the SL
method.

2.3.11 Year-by-year tracking actual tax depreciation

When the actual year-by-year tracking depreciation option is selected, the calculated actual
tax depreciation values from the depreciation tracking module are recorded in rows 358 to
407. These values are linked to the TAB roll forward sheet. If actual WARL depreciation is
selected, there is no need to record any inputs in this section as the RFM will calculate the
values in the TAB roll forward sheet. This option is only valid for those DNSPs where their
capex incurred in the regulatory control period has not yet been subjected to using the DV
depreciation method arising from the 2018 tax review changes.

2.3.12 Forecast nominal final year asset adjustments

Some DNSPs may need to adjust their closing RAB and TAB at the end of the current
regulatory control period for asset movements (such as a change in service classification).
The values for these asset adjustments and associated remaining asset lives are recorded in
rows 412 to 461, and are linked to the Total RAB roll forward and TAB roll forward
sheets. These values are assumed to be in nominal end of the year terms in the final year of
the current regulatory control period.

2.3.13 Ex-post review options: Adjustments for capex in second
last year (year t—2) of previous regulatory control period

The RFM is configured to allow adjustments to the RAB and TAB in the case where an ex-
post review determines that a portion of year t—2 actual capex is to be excluded from the roll
forward process. It provides the user with 3 input cells (F467 to F469) containing options
(drop down functions). The options selected determine which, if any, ex-post review inputs
(section 2.3.14) are required and the impact the inputs have on the RAB roll forward and
TAB roll forward.

In the case where there is no revision to year t—2 capex from an ex-post review, the user
simply selects ‘no’ in the first drop down option (cell F467) and is not required to enter any
further inputs in cells F468 and F469, or the inputs in rows 475 to 524 (section 2.3.14).

Is year t-2 capex to be revised?

This drop down function (in cell F467) allows the user to select whether or not year t-2
capex has been revised as a result of an ex-post review. If the user selects ‘yes’, then further
selections are required in rows 468 and 469, and the user is to enter inputs into the ex-post
review inputs section (section 2.3.14).If the user selects ‘no’ at cell F467, then no further
selections are required in rows 468 and 469, and no input are required for the ex-post review
inputs section (section 2.3.14).

Cell F467 is also referenced in the Adjustment for previous period and TAB roll forward
sheets. The selection determines whether any changes are made to the RAB and TAB for
the ex-post review inputs entered in section 2.3.14.
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Depreciation method for RAB roll forward in previous regulatory control period

This drop down function (in cell F468) allows the user to select the depreciation method
used to roll forward the RAB in the previous regulatory control period (actual or forecast
depreciation).

If actual real SL depreciation is selected—and ‘yes’ is selected in cell F467—then the user is
required to enter the standard lives applicable to the previous regulatory control period for
each asset class in the ex-post review inputs section (section 2.3.14). If forecast real SL
depreciation is selected, there is no need to record any inputs in the ex-post review inputs
section.

Depreciation method for TAB roll forward in previous regulatory control period

This drop down function (in cell F469) allows the user to select the depreciation method
used to roll forward the TAB in the previous period (year-by-year tracking depreciation or
WARL depreciation).

If year-by-year tracking is selected—and ‘yes’ is selected in cell F467—then the user is
required to enter the allowed year t—1 tracked tax depreciation and revised year t—1 tax
depreciation in the ex-post review inputs section (section 2.3.14).

If WARL depreciation is selected—and ‘yes’ is selected in cell F467—then the user is
required to enter the tax standard lives applicable to the previous period for each asset class
in the ex-post review inputs section (section 2.3.14).

2.3.14 Ex-post review inputs: Adjustments for capex in second
last year (year t—2) of previous regulatory control period

This section for ex-post review inputs in rows 475 to 524 is only required to be completed if
an ex-post review has determined that the capex in year t-2 is to be revised. Where ‘no’ is
selected in F467 indicating that there is no revision to year t—2 capex, these ex-post review
inputs in rows 475 to 524 are not required.

Year t-2 excluded capex (as incurred)

If the user selects ‘yes’ at cell F467, then the amount of capex to be excluded is required to
be recorded in column G for each asset class.

The excluded capex values are equal to the efficient capex (determined during the ex-post
review) less the actual capex (as applied in the RFM used for the current building block
determination for the DNSP).These inputs are assumed to be in middle of the year terms
based on nominal dollar terms. They are referenced in calculating the change to year t—1 tax
depreciation in column M and also in the Adjustment for previous period and the TAB roll
forward sheets.

Standard life for previous regulatory control period

If actual real SL depreciation is selected in cell F468—and ‘yes’ is selected in cell F467—
then the standard lives from the previous period are required to be recorded in column H for
each asset class.
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These inputs can be sourced from the RFM used for the current building block determination
for the DNSP. They are referenced in the Adjustment for previous period sheet.!”

Tax standard life for previous regulatory control period

If WARL depreciation is selected in cell F469—and ‘yes’ is selected in cell F467—then the
tax standard lives from the previous period are required to be recorded in column J for each
asset class.

These inputs can be sourced from the RFM used for the current building block determination
for the DNSP. They are referenced in the calculation of the change to year t—1 tax
depreciation in column M.

Previously determined year t—1 tracked tax depreciation

If year-by-year tracking depreciation is selected in cell F469—and ‘yes’ is selected in cell
F467—then the previously determined year t—1 tracked tax depreciation values are required
in column K for each asset class.

These inputs can be sourced from the RFM used for the current building block determination
for the DNSP. They are referenced in the calculation of the change to year t—1 tax
depreciation in column M.

Revised year t-1 tracked tax depreciation

If year-by-year tracking depreciation is selected in cell F469—and ‘yes’ is selected in cell
F467—then the revised year t—1 tax depreciation values are required in column L for each
asset class.

These inputs can be sourced from the depreciation tracking module.'® They are referenced
in the calculation of the change to year t—1 tax depreciation in column M.

Change to year t—1 tax depreciation

The change to year t—1 tax depreciation is calculated for each asset class in column M.
These values reference the input selections in cells F467 and F469 and values in columns
G, J,KandL.

Where ‘no’ is selected in cell F467 there will be no change to year t—1 tax depreciation.

Where ‘yes’ is selected in cell F467, the change to year t—1 tax depreciation will depend on
the selection in F469 for the type of depreciation used to roll forward the TAB in the previous
regulatory control period:

¢ if year-by-year tracking was used: the change to year t—1 tax depreciation equals revised
year t—1 tax depreciation (recorded in column L) less previously determined year t—1 tax
depreciation (recorded in column K).

17 They are used to calculate the adjustment to actual nominal depreciation in the final year of the previous regulatory control

period (year t—1) resulting from the adjustment to capex in the second final year (year t-2)
18 The depreciation tracking module must therefore reflect the revision to capex in year t—2 (and other years where relevant)

to reflect efficient capex.

Roll forward model handbook | Electricity distribution network service providers 23



o if WARL was used: the change to year t—1 tax depreciation equals year t—2 excluded
capex (recorded in column G) divided by the tax standard life for the previous regulatory
control period (recorded in column J)

These values are referenced in the TAB roll forward sheet.

2.4 Adjustment for previous period sheet

The Adjustment for previous period sheet calculates the required true-up of RAB
adjustments to be made for the final year of the previous regulatory control period for
forecast and actual net capex values.

This adjustment is consistent with the requirements of clause S6.2.1(e)(3) of the NER, which
specifies that a reconciliation would include adjustments that remove any benefit or penalty
on the returns associated with any difference between the actual and forecast capex values
for the final year of the previous regulatory control period.

This sheet calculates the difference between actual and forecast net capex for the final
regulatory year of the previous regulatory control period (year t—1), as well as the aggregate
compounded return on that difference (rows 13 to 270). This adjustment is made to the
closing RAB at the end of the current regulatory control period in the Total RAB roll forward
sheet. This two-step process is outlined in Box 1.

Box 1 Adjusting for actual capex in the final year of the previous regulatory control period

(year t—1)

1) Calculating the difference between actual and forecast net capex
Nominal actual net capex (including a half-year nominal vanilla WACC allowance) —
Nominal forecast net capex (including a half-year nominal vanilla WACC allowance) =
Nominal difference between actual and forecast net capex.

2) Calculating the nominal return on the difference and compounding it for each year of the
current regulatory control period

Nominal difference between actual and forecast net capex x nominal vanilla WACC per annum
(compounded)

Notes:

o Nominal forecast net capex = estimated net capex allowed in the final year of the previous
regulatory control period.

e Nominal actual net capex = actual net capex incurred during the final year of the previous
regulatory control period.

e The nominal return on the difference between actual and forecast net capex is calculated by
applying the nominal vanilla WACC (adjusted for actual inflation) applicable to the current
regulatory control period (as determined in the current building block determination).

o Each of these adjustments is made to the final closing RAB for the current regulatory control
period in the Total RAB roll forward sheet.

This sheet also calculates the RAB adjustment where an ex-post review determines that an
amount of year t—2 capex will be excluded from the RAB as well as the aggregate
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compounded return on that excluded capex (rows 274 to 531). This adjustment is made to
the closing RAB at the end of the current regulatory control period in the Total RAB roll
forward sheet. This two-step process is outlined in Box 2.

Box 2 Ex-post review: Adjusting for excluded capex in the second last year of the previous

regulatory control period (year t-2)

1) Calculating the difference between efficient and actual net capex

Nominal year t—2 capex excluded from RAB (including a half-year nominal vanilla WACC
allowance and indexed one year) +

Nominal adjustment to year t—1 straight-line depreciation =
Nominal RAB adjustment for excluded year t—2 capex.

2) Calculating the nominal return on the adjustment and compounding it for each year of the
current regulatory control period

Nominal RAB adjustment for excluded year t—2 capex x nominal vanilla WACC per annum
(compounded)

Notes:

¢ Nominal year t—2 capex excluded from RAB (as entered in the RFM input sheet) = efficient gross
capex minus the actual gross capex in the second last year of the previous regulatory control
period.

o The nominal adjustment to year t—1 straight-line depreciation only applies where the RAB was
rolled forward in the previous regulatory control period using actual depreciation. It is the year t-2
excluded capex indexed one year (by lagged CPI) divided by the standard asset life from the
previous regulatory control period. Where the RAB was rolled forward in the previous regulatory
control period using forecast depreciation, there is no adjustment to year t—1 straight-line
depreciation.

e The nominal return on the difference between efficient and actual net capex is calculated by
applying the nominal vanilla WACC (adjusted for actual inflation) applicable to the current
regulatory control period (as determined in the current building block determination).

o Each of these adjustments is made to the final closing RAB for the current regulatory control
period in the Total RAB roll forward sheet.

Figure 5 provides an example of the Adjustment for previous period sheet.
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Figure 5 Adjustment for previous period sheet
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2.4.1 Nominal adjustments for difference between actual and
forecast net capex in final year (year t-1)

This section calculates the difference between actual and forecast net capex for the final
year of the previous regulatory control period and determines the compounded return on that
difference. The process involved is based on that depicted in Box 1.

The nominal forecast net capex values for each asset class in the final year of the previous
regulatory control period are displayed in rows 13 to 63. The values are sourced from the
RFM input sheet. Row 13 displays the sum of each asset class values for rows 14 to 63.

The nominal actual net capex values (including a half-year WACC allowance) for each asset
class in the final year of the previous regulatory control period are calculated in rows 65 to
115. Given the timing assumption that capex on average takes place halfway through the
year, a half-year nominal vanilla WACC is applied to the actual net capex for each asset
class to ‘gross-up’ the actual values.'® Row 65 displays the sum of each asset class
calculations for rows 66 to 115.

The differences between the actual and forecast net capex values are calculated in rows 117
to 167. Row 117 displays the sum of each asset class calculations for those rows. These
values are linked to the Total RAB roll forward sheet.

Finally, in rows 169 to 269 a nominal vanilla WACC (row 6) is applied to calculate the
nominal return on the difference, which is compounded to the end of the current regulatory
control period.?° The total compounded nominal return at the end of the current regulatory
control period is displayed in row 270. These values are linked to the Total RAB roll
forward sheet.

2.4.2 Ex-post review: Nominal adjustments for excluded capex in
second last tear (t-2)

This section only applies if there is an ex-post review that determines an amount of year t-2
capex will be excluded from the RAB. It calculates the difference between actual and
efficient capex for the second last year of the previous regulatory control period (year t—2)
and determines the compounded return on that difference. The year t—2 adjustment process
involved is based on that depicted in Box 2.

The nominal values of year t—2 capex excluded from the RAB for each asset class in the
second last year of the previous regulatory control period are calculated in rows 274 to 324.
The values in column F are the inputs from the RFM input sheet including a half-year
WACC allowance to bring them to end of year terms. Row 274 displays the sum of each
asset class values for rows 275 to 324.

19 AER, TNSP roll forward model: Final decision, September 2007. See section 4.3.1 which discusses the need for the

application of a half-year nominal WACC allowance.
The nominal vanilla WACC is based on a fixed real time varying WACC—that is, a fixed real vanilla WACC adjusted for
actual inflation.

20
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The nominal adjustment to year t—1 straight-line depreciation values are calculated in rows
326 to 376. If forecast depreciation was used in the previous regulatory control period and
selected on the RFM input sheet (section 2.3.13) then this adjustment is not required and
will be zero. Where actual depreciation was used in the previous regulatory control period,
this value is calculated as the excluded year t—2 capex divided by the standard asset life
from the previous period. Row 326 displays the sum of each asset class calculations for
rows 327 to 376.

The sum of the t—2 excluded capex and t—1 depreciation adjustment are calculated in rows
378 to 428. Row 379 displays the sum of each asset class calculations for rows 379 to 428.
These values are linked to the Total RAB roll forward sheet.

Finally, in rows 430 to 530 a nominal vanilla WACC (row 6) is applied to calculate the
nominal return on the total adjustment, which is compounded to the end of the current
regulatory control period.?"! The total compounded nominal return at the end of the current
regulatory control period is displayed in row 531. These values are linked to the Total RAB
roll forward sheet.

2.5 RAB roll forward sheet

The RAB roll forward sheet calculates the nominal closing RAB (which becomes the
opening RAB for the following year) for each year of the current regulatory control period.
Under clauses 6.5.1(e) and S6.2.1 of the NER, in rolling forward the RAB each year during
the current regulatory control period, we must have regard to actual data such as capex and
inflation outcomes. Accordingly, the opening RAB for the first year of the current regulatory
control period is rolled forward for:

e actual net capex (as incurred)

e regulatory depreciation values (adjusted for actual inflation).22

Depending on which option for depreciation has been selected in the RFM input sheet, the
RAB roll forward calculations will use either forecast straight-line depreciation, actual year-
by-year straight-line depreciation or actual WARL straight-line depreciation. The choice of
forecast or actual depreciation must be consistent with that determined in the current
building block determination for the DNSP. Forecast straight-line depreciation refers to the
amounts approved for the current regulatory control period, reflecting forecast capex used
for the current building block determination. Actual straight-line depreciation uses the
amounts that are calculated based on actual capex incurred during the current regulatory
control period.

The process for rolling forward the RAB from year to year over the current regulatory control
period, under the full as incurred approach for recognising capex, is set out in Box 3.23

21 The nominal vanilla WACC is based on a fixed real time varying WACC—that is, a fixed real vanilla WACC adjusted for

actual inflation.
22

23

Regulatory depreciation is based on the nominal straight-line depreciation less the inflation applied to the opening RAB.
For illustrative purposes this is based on a standard five-year regulatory control period.
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Box 3 Rolling forward the RAB in the current regulatory control period

Rolling forward actual net capex and depreciation amounts into the RAB
Opening RAB for year 1 of the current regulatory control period +
Nominal actual net capex for year 1 —
Nominal regulatory depreciation for year 1 =
Closing RAB for year 1 of the current regulatory control period. This becomes:
Opening RAB for year 2 of the current regulatory control period +
Nominal actual net capex for year 2 —
Nominal regulatory depreciation for year 2 =
Closing RAB for year 2 of the current regulatory control period. This becomes:

Opening RAB for year 3 of the current regulatory control period

Closing RAB for year 5 of the current regulatory control period =

Interim closing RAB for the current regulatory control period.

Where:

e Opening RAB for year 1 of the current regulatory control period = closing RAB for the final year of
the previous regulatory control period.

o Nominal actual net capex = real actual net capex (including half-year nominal vanilla WACC
allowance) adjusted for actual inflation.

o Nominal regulatory depreciation = Nominal straight-line depreciation — actual inflation adjustment
on the opening RAB.

Notes:

e The interim closing RAB for the current regulatory period plus the final adjustments for the final
year of the current regulatory control period (these adjustments are made in the Total RAB roll
forward sheet—see Box 4 Box 4 for a description) becomes the opening RAB for the next
regulatory control period.

Figure 6 provides an example of the RAB roll forward sheet.
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Figure 6 RAB roll forward sheet
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2.5.1 Real asset values

Real asset values are displayed in rows 11 to 713. This comprises:
e real actual net capex

e real straight-line depreciation.

The real actual net capex values (including a half-year nominal vanilla WACC allowance) are
displayed in rows 11 to 61.2% Row 11 displays the sum of each asset class values for rows
12 to 61.

These capex values for the current regulatory control period (sourced from the RFM input
sheet) are those provided by the DNSP to us for the purpose of rolling forward its RAB to the
end of the current regulatory control period.

The real straight-line depreciation values are set out at rows 63 to 713. Row 63 displays the
sum of each asset class calculations for rows. If the forecast depreciation option or the
actual year-by-year tracking depreciation option was selected in section 2.3.8, then the
depreciation inputs are sourced from the RFM input sheet. If the actual WARL depreciation
option was selected, then the depreciation values are calculated in the RAB roll forward
sheet based on the opening RAB, actual net capex values and asset lives from the RFM
input sheet.

24 The half-year nominal vanilla WACC is based on a fixed real time varying WACC—that is, a fixed real vanilla WACC
adjusted for actual inflation.

Roll forward model handbook | Electricity distribution network service providers 30



2.5.2 Nominal asset values

Nominal asset values are displayed in rows 717 to 1133. The nominal opening RAB values
for each year are displayed in row 717, based on the sum of each asset class calculations
for rows 718 to 767. The nominal opening RAB for the first year of the current regulatory
control period (cell H717) is calculated by taking the opening RAB value for the final year of
the previous regulatory control period (cell G717), adding forecast net capex value for that
year (G769), adding (typically negative) regulatory depreciation value for that year (G821)
and adding other capex/asset adjustment values where relevant (cells G873, G925 and
G977). These values are all sourced from the RFM input sheet.

The nominal opening RAB values for the remaining years of the current regulatory control
period are calculated in accordance with Box 3. The nominal actual net capex values for
each year (row 769) are equal to the real actual net capex values (row 11) indexed by actual
inflation (row 7). The nominal regulatory depreciation values (row 821) are calculated as the
net total of the nominal straight-line depreciation (row 1031) and the actual inflation applied
to the opening RAB (row 1083).

2.6 Total RAB roll forward sheet

The Total RAB roll forward sheet brings together the relevant data from the Adjustment
for previous period and RAB roll forward sheets to calculate the final closing RAB for the
current regulatory control period in nominal terms.2°

In this sheet, row 7 displays the opening RAB values for each year of the current regulatory
control period, based on the sum of each asset class calculations for rows 8 to 57. These
rows are in turn based on the interim closing RAB in row 321. The calculations at rows 8 to
57 reflect the opening RAB values in the RAB roll forward sheet. The nominal actual net
capex (row 59), regulatory depreciation (row 111) values and other as incurred capex/asset
adjustments that may be required—e.g. difference in final year capex (row 163), return on
difference in final year capex (row 215) and other final year adjustments (row 267) are
sourced from the RAB roll forward sheet.

Rows 373 to 631 represent the required adjustments to be made for the final year (t—1) and
second last year (t-2) of the current regulatory control period, and are sourced from the
Adjustment for previous period and RFM input sheets. These adjustments include:

o the difference between actual and forecast net capex for the final year of the previous
regulatory control period (and a compounded return on that difference)

e an adjustment for any excluded year t—2 capex (and a compounded return on that
adjustment)

o other asset adjustments for the final year of the current regulatory control period.

The process for calculating the final closing RAB for the current regulatory control period is
set out in Box 4.

25 This sheet has been configured to display the RAB roll forward for a regulatory control period of 2 to 10 years.
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Box 4 Calculating the final closing RAB for the current regulatory control period

Adjustments to be made for the final year of the current regulatory control period to calculate
final closing RAB

Interim closing RAB for the current regulatory control period +
For year t—1, the difference between nominal actual net capex and forecast net capex +
Compounded nominal return on that difference for net capex +
For year t—2, an adjustment for any excluded capex (as determined by an ex-post review) +
Compounded nominal return on that adjustment +

Final year asset adjustments (where applicable) =
Closing RAB for the current regulatory control period =

Opening RAB for the first year of the next regulatory control period.

Note:

e The opening RAB for the first year of the next regulatory control period becomes an input into the
PTRM for the purposes of determining the return on capital and return of capital (depreciation) for
the next regulatory control period.

The closing RAB for the current regulatory control period is shown in row 633. This value
becomes the opening RAB for the next regulatory control period and is used as an input into
the PTRM for calculating the allowed return on capital and the return of capital (depreciation)
in the next building block determination. A breakdown of the closing RAB values by asset
classes are displayed in rows 634 to 683.

Figure 7 provides an example of the Total RAB roll forward sheet.

Figure 7 Total RAB roll forward sheet
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2.7 TAB roll forward sheet

The TAB roll forward sheet calculates the nominal opening TAB values for each year of the
current regulatory control period by taking the opening TAB value for the start of the current
regulatory control period and adjusting for forecast net capex, which was included in the final
year of the previous regulatory control period, with actual net capex for that year. 26 Where
an ex-post review determines a revision to year t—2 capex then the opening TAB is adjusted
for the amount of year t—2 excluded capex and the change to year t—1 depreciation.

The opening TAB value is then rolled forward for actual net capex and tax depreciation
values for each year of the current regulatory control period. Since the calculations are
based on actual nominal data the roll forward of the TAB values does not require any
adjustments for inflation. Any required adjustments to be made to the TAB for the final year
of the current regulatory control period are also applied in this sheet.

The process for rolling forward the TAB for year to year over the current regulatory control
period is set out in Box 5.%7

Box 5 Rolling forward the TAB in the current regulatory control period

Rolling forward actual net capex and depreciation amounts into the TAB
Opening TAB for the first year of the current regulatory control period —
Nominal forecast net capex for the final year of the previous period (year t—1) +
Nominal actual net capex for the final year of the period (year t—1) +
Any excluded year t—-2 capex (as a negative value) from an ex-post review +
The change to year t—1 depreciation from the change to year -2 capex =
Adjusted opening TAB for year 1 of the current regulatory control period.
Adjusted opening TAB for year 1 of the current regulatory control period +
Nominal actual net capex for year 1 —

Nominal actual tax depreciation for year 1 =

Closing TAB for year 1 of the current regulatory control period. This becomes:
Opening TAB for year 2 of the current regulatory control period +

Nominal actual net capex for year 2 —

Nominal actual tax depreciation for year 2 =

Closing TAB for year 2 of the current regulatory control period. This becomes:

Opening TAB for year 3 of the current regulatory control period

Closing TAB for year 4 of the current regulatory control period. This becomes:

Opening TAB for year 5 of the current regulatory control period +

26 For TAB purposes net capex is inclusive of capital contributions (net of disposals).
27 For illustrative purposes this is based on a standard five-year regulatory control period.
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Nominal actual net capex for year 5 —

Nominal actual tax depreciation for year 5 +

Final year asset adjustments (where applicable) =

Closing TAB for year 5 of the current regulatory control period =

Opening TAB for the first year of the next regulatory control period.

Where:
o Nominal actual net capex = nominal actual gross capex — nominal actual asset disposals.
Note:

e The closing TAB for the current regulatory control period becomes the opening TAB for the next
regulatory control period.

Figure 8 provides an example of the TAB roll forward sheet.

Figure 8 TAB roll forward sheet
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2.7.1 Opening tax asset values

The opening tax asset value (cells H7 to H57) at the start of the first year of the current
regulatory control period is adjusted by removing forecast net capex for the final year of the
previous regulatory control period so that actual net capex for that year is included in the
TAB.

Where an ex-post review determines that a portion of year t—2 actual capex is to be
excluded from the RAB, the opening TAB will also be adjusted by the amount of year t-2
capex to be excluded and the change to depreciation in year t—1.
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Rows 8 to 57 roll forward the opening TAB values for each asset class by taking the
previous year's nominal opening TAB value, then adding nominal actual net capex for the
year and subtracting nominal actual tax depreciation for the year.

Based on the sum of each asset class calculations for those rows, the opening TAB value for
each year of the current regulatory control period is displayed in row 7. These values are
calculated in accordance with Box 5. For a 5 year regulatory control period, the opening TAB
value for the next regulatory control period is shown in cell M7. This value is used as an
input into the PTRM for calculating the tax depreciation in the next building block
determination. A breakdown of the closing TAB values by asset classes are displayed in
cells M8 to M57.

2.7.2 Actual net capex

The actual net capex values for each asset class (rows 60 to 109) and each year of the
current regulatory control period are calculated by taking nominal actual capex from the RFM
input sheet (rows 61 to 110) and subtracting nominal actual disposals from the same sheet
(rows 115 to 164). Note that the resulting capex used for tax purposes includes the value of
capital contributions. Row 59 displays the sum of each asset class calculations for rows 60
to 109.

2.7.3 Actual tax depreciation

The actual tax depreciation values for each asset class and each year of the current
regulatory control period are presented in rows 112 to 761. Depending on which option for
tax depreciation has been selected in the RFM input sheet, the tax depreciation values will
either be calculated based on the nominal opening TAB values, nominal actual net capex
values and tax asset lives, in accordance with the straight-line method, or adopt the actual
year-by-year tracking depreciation values from the tracking module. Row 111 displays the
sum of each asset class calculations for those rows.

2.8 RAB remaining lives sheet

The RAB remaining lives sheet calculates the average RAB remaining lives of each asset
class using a weighted average method. If the actual WARL depreciation option is selected
in section 2.3.8, the weighted average remaining lives at the end of the current regulatory
control period for the RAB are used as inputs to the PTRM for the next regulatory control
period to calculate the depreciation schedules in the building block determination. The sheet
is set up to accommodate asset life tracking over four five-year periods, however the
calculations can be expanded to cover more if required.?8

For the years in the current regulatory control period, the input cells include formula
references to the appropriate cells from the RFM input sheet.?® For previous regulatory
control periods, the RAB remaining lives sheet will also require inputs obtained from the

28 The ‘Add extra year to calculation’ button included on this sheet runs a macro to extend the RAB and TAB remaining life

calculations for each asset class for a further year.
This method was first included in version 2 of the distribution RFM to accommodate the impact of forecast depreciation
being used to roll forward the RAB.

29
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RFMs for decisions relating to previous periods.3° The process for updating this data is set
outin 6.

Box 6 Input process required for updating RAB remaining life calculations

As a first step, the first regulatory year in cell C8 is entered. This input will be the same as the year
entered in the same cell in the RAB remaining lives sheet of the previous RFM. Once the year is
entered, the input cells for the current regulatory control period will reference the inputs from the RFM
input sheet. These values include:

e CPI

e nominal vanilla WACC (fixed real time varying)
e value of net addition (capex)

e standard asset life

e value of final year asset adjustments

e remaining life of final year asset adjustments.

The input cells for the earlier regulatory control periods must be replaced with the actual values
approved in the RFMs for those decisions.3’

These values can be copied from the previous decision RFM's RAB remaining lives sheet for each
year of the preceding periods.

The process for calculating the weighted average remaining lives for the RAB is set out in
Box 7.32 A similar process applies for calculating the weighted average remaining lives for
the TAB.

Box 7 Calculating the RAB weighted average remaining asset lives

Calculating the RAB weighted average remaining asset lives by asset class
Opening RAB for start year —
Total real actual depreciation on opening RAB
= Closing capital value of opening RAB.
Real actual net capex for year 1 —
Total real actual depreciation on net capex for year 1
= Closing capital value of net capex for year 1.
... For each year of actual capex...

Value of final year RAB adjustments —

30
31

The input cells for the previous regulatory control periods will display an ‘enter input’ prompt.

The exception is in the case where an ex-post review determines that a portion of year t—2 actual capex is to be excluded
from the RAB. In that case the update for the ‘Value of net addition’ for year t—2 should reflect efficient capex.

For assets that do not depreciate, there is no remaining life, and the user should input the remaining life as “n/a”. Note that
although it is possible to enter “n/a” for some years of capex and a numerical value for others, this is conceptually invalid
and should not be done.

32
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Total real actual depreciation on RAB adjustments
= Closing capital value of RAB adjustments
Sum of closing capital values

= Total closing capital value for the asset class.

Opening RAB average remaining life — number of years of depreciation applied to opening RAB
= Closing average remaining life of opening RAB

Asset class RAB standard life — number of years of depreciation applied to capex for year 1

= Closing average RAB remaining life of capex for year 1

... For each year of actual capex...

RAB adjustments average remaining life — number of years of depreciation applied to RAB
adjustments

= Closing average remaining life of RAB adjustments.

Closing capital value of opening RAB + Total closing capital value for the asset class x Closing
average remaining life of opening RAB +

Closing capital value of net capex for year 1 + Total closing capital value for the asset class x
Closing average RAB remaining life of capex for year 1 +

... For each year of actual capex ... +

Closing capital value of RAB adjustments + Total closing capital value for the asset class x
Closing average remaining life of RAB adjustments

= Weighted average remaining life for the RAB asset class.

Where:

e Opening RAB for start year = closing RAB for the final year of the regulatory control period
preceding first use of version 2 of the RFM.

o Total real actual depreciation on opening RAB = the sum of the real actual depreciation on
opening RAB calculated for the regulatory control period.

o Real actual net capex = real actual net capex (including half-year nominal vanilla WACC
allowance)

o Total real actual depreciation on net capex = the sum of the real actual depreciation on net capex
calculated for the regulatory control period

e The opening RAB average remaining life is that used for the building block determination where
version 2 of the RFM is first used.

o The asset class RAB standard life is that used for the current building block determination.

Note: The calculation of the TAB weighted average remaining lives by asset class follows the same
process, with:

e opening TAB replacing opening RAB
o total actual depreciation on opening TAB replacing total real actual depreciation on opening RAB

e actual net capex (excluding half-year nominal vanilla WACC) replacing real actual net capex
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(including half-year nominal vanilla WACC)
o final year TAB adjustments replacing final year RAB adjustments
o total actual depreciation on net capex replacing total real actual depreciation on net capex
e opening TAB average remaining life replacing opening TAB average remaining life and
o asset class TAB standard life replacing asset class RAB standard life, and

o TAB adjustments average remaining life replacing RAB adjustments average remaining life.

In calculating the weighted average remaining lives for each asset class, first the actual
depreciated capital (or asset) value and remaining life of each capital stream is calculated for
each year.33 For asset class 1 these calculations in real dollar terms are set out in rows

18 to 39 and 42 to 63 respectively. For each year, the remaining life of each capital stream is
then weighted by its associated closing capital value as a proportion of the total closing
capital value of the asset class. The result is the weighted average remaining life for the
asset class as a whole. For asset class 1, this value is shown in row 65. The weighted
average remaining lives for the other asset classes in the RAB are calculated and shown at
rows 119 to 2711.

Figure 9 provides an example of the RAB remaining lives sheet.

33 A capital stream represents the opening asset value, each individual year of capex, and each asset adjustment for each
asset class.
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Figure 9 RAB remaining lives sheet

A E c [u] E F G H | J K L [l M a F (5] 5} s T ) v W
1
z Aus Elec - Asset Lives Roll Forward - DNSP RFM - version 3 Add extra year
3
4
[} Weighted Average Remaining Asset Life - based on year-by-gear tracked capex
B Start walue  2015-16  2016-17  2017-18  2018-19  2019-20  2020-21 2021-22 2022-23 2023-24 2024-2% 2025-26 2026-27 2027-2§ 2028-29 2029-30 2030-31  2031-32 2032-33 2033-34 2034-3%
v
) First regulatory year 2015-16
El Actual TP Inflation Rate 2 a0 2.20% 2.78% 172x 1695 0,003 0,00 000 0,00z 000 0,002 .00 0,003 0,003 0,00 0,00 000 0,002 0,00 0,00
10 Actual CP[one year lagged) 100" 107" 10687 1082 " 1mr 131" 150" 1150 " 1160 " 150" 11607 157 15" 157 15" 157 1157 1157 15" 15" 115
1 Fominal Wanilla WACC [fized real time uargind 9165 TEIN BE3 T.26% B.18% B.15x -2Ad 244 -2ad 244 244 0,002 oo 0003 000 0,003 000 000 0.00z o0z 0,00
1z
13 | Asset Class | Sub-transmission lines
14 Walue of net addition [$nominal) 1012.68 60.00 12.00 £.00 15.00 26.00 - - - - - - -
15 Azset life 20.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 60.00 50.00 - -
16 Walue of RAE adjustment [$nominal) - - - - B0.00 - - - - - - -
17 Femaining life of RAE adjustment - 10.00 - - - - - - - - - - -
12 Dlerecdated TS sofiutmments - - - - 4423 980 3638 098 26.54 21 1763 1227 285 442 - - - - - -
13 o Dlerrecdated stanting TS 1,018.62 FETFE e 8E5.82 81494 TE4.01 Tiz0e BEZ.14 B2t BED.2T B03.24 45241 40747 I6E.54 305.60 26467 20274 152.20 0187 6093 0.00
20 1 Depreciated Vet Coper ST G053 4352 485 4750 4643 4548 44.47 4346 4245 4144 4042 84 840 o] JE6.38 3637 436 jeichel} 234 e o)
21 2 Dhegrecrated Ve Camey ST 17 n4s nz4 o 077 10.54 10,31 10.07 9.84 260 937 a1 £.90 SE7 .43 .20 748 T .50
22 3 Dheprecratedilier Camey SOTAT 7.E6 Kkl il 20 T.05 LX) 674 653 E43 623 613 5.497 .82 567 551 5.36 5.21 G068
23 4 Dhegrecrstedilie Camer ST 1391 1363 1335 13.07 1273 1252 12.24 136 163 140 113 10.55 10.57 0.23 0.0 473 946
24 g Lheprecisted Net Camep SHRST 2278 2233 2187 2142 2096 2051 2008 1963 1914 1868 1223 1737 1732 16.86 16.40 15.95
40
4
42 S FAS sdfusiments - - - - 10.00 a0a 2.00 700 E.00 5.00 4.00 300 200 1.00 - - - - -
43 AL Srart TS 20.00 19,00 12.00 17.00 1600 16.00 14.00 12.00 12.00 11.00 10,00 a.00 o0 .00 E.00 5.00 4.00 .00 2.00 100 -
44 A Capey SIS 45.00 44.00 4200 42.00 41.00 40.00 300 200 2r.o0 3600 36.00 400 3200 3Iz.o0 00
45 A Cpey ST 4600 45.00 44.00 42.00 4z.00 4100 40,00 2900 2800 Ir.on 36.00 3600 34.00 3200 Iz.00
46 A Capey SETAT 47.00 46.00 45.00 44.00 4200 4z.00 4100 40.00 29.00 3I8.00 37.00 3600 35.00 400 300
47 A Capen SEEAT 42.00 47.00 4E.00 45.00 44.00 4200 4200 4100 40,00 29.00 38.00 Ir.on 3600 36.00 34.00
48 AR Cgrer SRS 43.00 43,00 47.00 46,00 45.00 44.00 4300 42.00 41.00 40.00 39.00 38.00 3Ir.00 36.00 3500
64
[44] wWARL 20,00 20.54 1995 19.28 18.85 18.38 17.55 16.75 15.98 1525 1457 13.95 134 13.00 12.76 12.78 13.00 13.79 15.66 20.02 32.58
EE
E7 | Asset Class : Distribution lines
4] Value of net addition [$nominal) a0s.4z2 20.00 10.00 50.00 a0 10,00 - - - - - - -
5] Azset life 30.00 50.00 50.00 §0.00 50.00 50.00 50.00 50.00 50.00 50.00 §0.00 - -
70 Walue of RAE adjustment [$nominal) - - - - 30,00 - - - - - - -
Kl Femaining life of RAE adjustment - 4.00 - - - - - -
T2 Dleprecdated TS sofiutmments - - - - 2654 19.90 .27 EE2 - - - - - - - - - - - -
T3 o Dlepreciated stanting TS a02.42 TEAT TE452 TITET TO0EZ ET1EZ 4673 B13.73 59204 BEG.83 B3804 1z.00 435.05 45210 4318 40421 ITT2E 303 32237 29642 26347
4 1 Dhegrecrated Ve Carey SO 20.21 19.40 12.00 1860 1819 1773 1738 16,98 1657 1617 18.77 15,36 14.96 14.55 415 1374 1334 12.94 1253
kil 2 Dhegrecrated Ve Camey ST 9.56 237 a7 .95 878 259 839 820 &.00 .8 TE T42 vz .03 [::x} EE4 E44 625
76 3 Dheprecratedilier Camey SOTAT 47.87 45.00 44.04 43.08 4213 4117 40.21 39.25 3830 3734 36.38 3542 447 3351 3255 3153
7 4 Dhegrecrstedilie Camer ST Tz 647 6852 [ B3 638 B.23 B8 5.93 679 5.64 549 5.34 519 a.04
ki1 g Lheprecisted Net Camep SHRST 843 875 287 838 820 a0z T84 TEE 47 728 FAll £33 E.74 ESE B8
94
95
96 S AAS sfustmmemts - - - - 4.00 200 200 100 - - - - - - - - - - - -
a7 AL Srart TS 20,00 29.00 28.00 27.00 26.00 2600 24.00 23.00 2z.00 21.00 20,00 13.00 12.00 17.00 1600 15.00 14.00 12.00 1z2.00 n.oo 10,00
a8 A Capey SIS 45.00 44.00 4200 42.00 41.00 40.00 300 200 2r.o0 3600 36.00 400 3200 3Iz.o0 00
93 A Capey ST 4600 45.00 44.00 42.00 4z.00 4100 40,00 2900 2800 Ir.on 36.00 3600 34.00 3200 Iz.00
100 A Capey SETAT 47.00 46.00 45.00 44.00 4200 4z.00 4100 40.00 29.00 3I8.00 37.00 3600 35.00 400 300
m MR Caper ST 4300 47.00 46,00 45,00 44.00 4300 4200 41.00 40,00 39.00 38.00 3700 36.00 35.00 400
0z A Cgrer SHEST 43.00 43.00 47.00 46.00 45.00 44.00 43.00 42.00 41.00 40.00 39.00 38.00 3.0 36.00 3600
&
13 wWARL 30.00 2953 28.80 29.14 28.38 26.89 261 2535 24 61 23.90 2296 22.04 2112 2020 19.30 1%a 17 .54 1668 15.84 15.03 14.25
120
121 | Assek Class | Substations
122 Value of net addition [$nominal) 70218 10.00 10.00 10.00 10.00 10,00 - - - - - - -
123 Azset life 30.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 - -
124 Walue of RAE adjustment [$nominal) - - - - 30,00 - - - - - - -
125 Femaining life of RAE adjustment - - - - 5.00 - - - - - - - - - - - - - - -
172 WARL 30,00 29.16 2833 27.52 26.72 26.85 2571 24 55 23.38 2220 21.m 20,03 19.05 18.07 17.10 1613 15.16 14.20 13.25 12.30 mn3r
174
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2.9 TAB remaining lives sheet

The TAB remaining lives sheet calculates the average TAB remaining lives of each asset
class using a weighted average method. The process for calculating the remaining asset
lives for the TAB is broadly the same as described in Box 7. However, all calculations are
performed in nominal dollar terms, and actual net capex is gross capex less disposals (but
including capital contributions) and does not include the half-year nominal vanilla WACC
allowance. If the actual WARL depreciation option is selected in section 2.3.10, the weighted
average remaining lives at the end of the current regulatory control period for the TAB are
used as inputs to the PTRM for the next regulatory control period to calculate the tax
depreciation schedules for the purposes of tax analysis in the building block determination.

For the years in the current regulatory control period, the input cells include formula
references to the appropriate cells from the RFM input sheet. For previous regulatory
control periods the same update process as described in Box 7 is required for the TAB
remaining lives sheet.3* However, only the opening TAB value, tax asset lives, TAB
adjustments and the remaining tax asset lives of TAB adjustments are required inputs for
this sheet. All other TAB inputs are common with the RAB and therefore sourced from the
RAB remaining lives sheet. The weighted average remaining lives for the asset classes in
the TAB are calculated and shown at rows 60 to 2706.

Figure 10 provides an example of the TAB remaining lives sheet.

34 The input cells for the previous regulatory control periods will display an ‘enter input’ prompt.
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Figure 10 TAB remaining lives sheet

A E c [n} E F G H | J K L [l 3] u] F Q 5] S T u ¥ W
Aus Elec - Tax Asset Lives Roll Forward - DNSP RFM - version 3
Weighted Average Remaining Taz Asset Life - based on year-by-year tracked capex
Start value  2015-16  2016-17  2017-18  2018-19  2019-20  2020-21  2021-22 2022-23 2023-24 2024-25 2025-26  2026-27 2027-28 2028-23 2023-30  2030-31  2031-32 2032-33 2033-34 2034-35
Asset Class 1 Sub-transmission lines
Walue of net addition [$nominal] 100272 &0.00 1z.00 .00 16.00 26.00 - - - - - - - -
Tax asset life 20.00 50.00 80,00 50.00 50,00 50,00 50,00 50.00 50,00 50,00 50,00 ° ° °
Walue of TAE adjustment [$nominal] - - - - 45.00 - - - - - - - -
Remaining life of TAE adjustment - 10.50 - - - - - - - - - - - -
Liepreciated TAS aqiustments - - - - 45.00 40.71 3643 3204 2786 23587 13.29 15.00 07 E43 2.4 - - - - -
n Llepreciated stariing Ta5 100272 45258 0244 262 20217 TE2.04 01480 EBLYT EOLED BE1.49 B0126 45122 401.09 36095 20081 26062 200.54 160.41 100.27 5014 o.0o
1 Lhepreciated Mer Carep SR &0.00 43.00 42.00 47.00 46.00 45,00 44.00 43.00 42.00 41.00 40.00 39.00 3800 37.00 36.00 36.00 34.00 33.00 3200 palili}
2 Lhepreciated er Sapes SR AT 12.00 n7eE nasz n.2s no4 0.80 10.56 1032 10.08 954 460 .36 412 8.8 864 G40 816 7.2 TEE
3 Lepreniated Mer Cgper ST 200 T84 TEE Th2 T v.20 T.04 %] B2 E.5E E40 B.24 E0Z 5.42 B7E &0 5.44 528
4 Lhepreciated Mot Carep ST AT 16.00 14.40 0 12.80 1280 12.20 1240 1260 1230 12.00 nw 140 1 .80 10.60 10.z0
a Dhepweciated Vet Caner SAFST 24.50 24.00 23.50 23.00 22580 2200 2180 21.00 2080 20.00 13.50 13.00 1250 18.00 17.a0
A TAS aqiustments - - - - 1050 450 880 780 B0 580 450 380 280 180 0.0 - - - - -
S S TAS 20.00 13.00 13.00 i7.00 16.00 16.00 14.00 1200 1z.00 .aa 0.00 200 2.00 T.00 E.00 5.00 4.00 00 200 1.00 -
A Camer AT 45.00 44.00 43.00 42.00 41.00 40.00 29.00 3200 a7.00 26.00 36.00 400 33.00 3200 falili}
A ey ST 46.00 45.00 4+4.00 43.00 42.00 4100 40.00 39.00 38.00 3700 36.00 3500 34.00 33.00 3200
AL Camer ST 47.00 46.00 45.00 44.00 42.00 4200 4H.00 40,00 38.00 38.00 37.00 3600 35.00 34.00 3300
A Camer AT 42.00 47.00 46.00 45.00 44.00 43.00 42.00 41.00 40.00 29.00 28.00 ar.on 36.00 36.00 24.00
AL ey SRS 43.00 43.00 47.00 46.00 45.00 44.00 43.00 42.00 41.00 40.00 39.00 3500 37.00 36.00 35.00
wWARL 20,00 2055 19.98 1.3 15.94 1856 17.74 16.94 16.18 15.45 wiI7 14.16 13.63 13.23 12.99 12.02 1335 417 16.08 2045 3266
Asset Class 2 Distribution lines
Walue of net addition [Fnominal) 20288 20.00 10.00 60.00 2.00 10.00 - - - - - - - -
Tax asset life 30.00 40.00 40,00 40.00 40.00 40.00 40,00 40.00 40.00 40.00 40,00 - - -
‘Walue of TAE adjustment [Enominal] ° ° ° ° 25.00 - - - - - - - -
Femaining life of TAE adjustment - 4.50 - - - - - - -
Liepreciated TAS aqiustments - - - - 26.00 19.44 1389 833 278 - - - - - - - - - - -
0 Lhepreciated starting TS 0258 TTEID 4933 TI2ET 69551 EE2.05 E42.29 B15.52 538,76 gg2.00 535.24 G02.45 45171 454,95 42819 40143 IT4ET v 3214 29438 2ET.E2
1 Lepreciated Mer Cgper S 1350 13.00 1260 1200 17.50 17.00 16.50 1600 1550 15.00 14.50 14.00 1250 1200 12.60 12.00 &0 1non 1050
2 Lhepreciated er Cgrer SR AT 10.00 .00 a7a 8.80 8.28 &.00 TTE 780 T.28 oo E79 E.50 B.25 E.00 679 580
3 Liepreciated Mer Sgper SO AT 4625 45.00 4375 4250 4125 40.00 3875 IT.E0 3625 35.00 375 I250 28 30,00 2879
4 Lepreiated Mot Cgper ST TE0 740 V.20 T.00 E20 EED E40 B.20 B0 540 560 540 520 5.00 480
a Dhepweciated Vet Camer SR ST 978 480 9.25 .00 878 280 8.28 &.00 V.78 T80 728 .00 BTG E.80 625
A TAS aqiustments - - - - 480 380 280 160 080 - - - - - - - - - - -
AR Stard TAS 30,00 29.00 25,00 27.00 26.00 25,00 24.00 23.00 2z.00 2100 20,00 12.00 18.00 17.00 16,00 18.00 14.00 1300 12.00 noo 10,00
AL Cgmee ST 36,00 24.00 2300 3200 .00 20.00 249.00 2800 27.00 26.00 26.00 24.00 23.00 2200 2100
S Came LA AT 3600 36.00 a4.00 33.00 3200 300 30,00 23.00 2a.00 27.00 26.00 26.00 24.00 23.00 2200
AR S ST 3700 36.00 35.00 4.00 3300 3200 .00 30,00 29.00 2800 27.00 26,00 25.00 24.00 2300
A Cgme ST 2200 37.00 2600 35,00 4.00 3300 200 100 20,00 29.00 28.00 27.00 26.00 26.00 24.00
AL Camen SORST 39.00 38.00 a7.00 36.00 36.00 34.00 33.00 3200 3100 30,00 29.00 2800 27.00 26.00 26.00
wWARL 3000 29.28 2843 2822 27.36 2586 25.0 2417 2335 22 55 2167 2070 13.74 1877 7.8 1686 15.91 14.97 1404 1312 2.2
Asset Class 3 Substations
Walue of net addition [$nominal) o043 10.00 0.00 0.00 10.00 10.00 - - - - - - - -
Tan asset life 30.00 40.00 40,00 40.00 40.00 40.00 40,00 40.00 40.00 40.00 40,00 - - -
‘alue of TAE adjustment [Enominal] ° ° ° ° 265.00 - - - - - - - -
Femnaining life of TAE adjustment - - - - E.00 - - - - - - - - - - - - - - -
wWARL 20,00 29.16 28.34 2753 2675 2681 257 24 60 2348 2236 21.23 2008 19.10 1813 17.16 16.13 1522 .26 123 12.37 .43
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2.10 PTRM input summary sheet

The PTRM input summary sheet outlines the opening RAB values (column J) and the
opening TAB values (column N) for the next regulatory control period. These values are set
out by asset classes in rows 7 to 56, based on the closing RAB and TAB values as
calculated in the RFM. The average remaining lives for regulatory and tax purposes, and the
base regulatory year for the start of the next regulatory control period are also displayed in
columns L, O and Q respectively. All values are outputs from the RFM that need to be
entered into the PTRM input sheet of the PTRM for the next regulatory control period. The
information from the PTRM input summary sheet is sourced from the RFM input, Total
RAB roll forward, TAB roll forward, RAB remaining lives and TAB remaining lives
sheets.%

Figure 11 provides an example of the PTRM input summary sheet.

Figure 11 PTRM input summary sheet

AECD E F G H J K L M M a [ad (r] R
1
2 Aus Elec - PTRM Input Summary - DNSP RFM - version 3
3
4
5 Opening Asset Base for 2020-21 (¥m
A Dpening hl Length of
Average Tax  Average Taz Taz Base  Regulatory
Opening  Assets Under Remaining Standard  Asset i Control
& Asset Class Name Asset ¥alue C Eructis Life (Year) Life [Year Yalue Life (Year) Life [ Year Period
7 Asset Class 1 Sub-transmission lines 103232 0170 12 | 021
8 AzzetClass 2 Distribution lines 82046 TBEED 25.
a Asset Class 3 Substations E15.13 60613
10 Asset Class 4 Distribution transformers 50770 50126
1 AzgetClass§ LYS and meters 453.04 45735
12 Asset Class € Communications 40277 JESAT
12 Asset Class 7 Wehicles 2ETAD 25180
1+ AzzetClass 8 Land and easements 58702 51321
15 Asset Class 3 - -
18 Asset Class 10
17 Azget Class 1
12 Asset Class 12
1 Azzet Class 13
20 Asset Class 14
2 Asset Class 15
22 Aszget Class 16
23 Asset Class 17
24 Asset Class 18
25 Azzet Class 19
26 Asset Class 20
27 Aszget Class 21
28 Azget Class 22
29 Asset Class 23
30 AzzetClass 24
kel Asset Class 26
32 Asset Class 26
3 Azget Class 27
¥ Asset Class 28
i) Asset Class 29
36 Azzet Class 30
37 Asset Class 31
% Azget Class 32
ezl Aszget Class 33
40 Asset Class 34
H AzzetClass 35
42 Asset Class 36
43 Asset Class 37
Ll Aszget Class 3%
15 Asset Class 39
15 Asset Class 40
47 Azzet Class 41
45 Asset Class 42
43 Aszget Class 43
50 Aszget Class 44
a1 Asset Class 45
52 AzzetClass 46
53 Asset Class 47 Spare stiaight-line ta asset olass . .
54 Asset Class 48 Building= 3307 4763
55 Azget Class 49 In-house software ez T80
6 fisset Class 50 Equity raising costs - 097 120
&7 Total 475976 - 144902

2.11 Inputs working sheet

The Inputs working sheet allows the user to show the worked calculations for some of the
inputs in the RFM input sheet.

35 Where the RAB value is negative, the remaining life will be set to the lower of the standard asset life for the asset class
and the regulatory period length. Similarly, where the RAB value is positive but the calculated remaining life is zero, the
remaining life will be set to the lower of the standard life for the asset class and the regulatory control period length.
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A common adjustment made by DNSPs is the adjustment to gross capex for movements in
capitalised provisions. Therefore, we have set up the Inputs working sheet to show this
adjustment to gross capex for capitalised provisions. In the case where a DNSP requires
making this adjustment to its gross capex, it can be done so in the Inputs working sheet
and links the adjusted gross capex in this sheet to the input section for gross capex in the
RFM input sheet.

The user can also use the Inputs working sheet to show calculations for other inputs in the
RFM input sheet—for example the worked calculations for the final year adjustments
section inputs. The user can add this below the section for the adjustments for capitalised
provisions.

Alternatively, if the user does not require any adjustments for capitalised provisions and/or
wants to add other workings more prominently it can remove the capitalised provisions
adjustment calculations from this sheet. We have included a ‘Clear Sheet’ button at the top
of the sheet allowing the user to initiate a macro which deletes the calculations provided.
Figure 12 provides an example of the Inputs working sheet.

Figure 12 Inputs working sheet

A B [+ D E F G H | J K L M N
1
2 Aus Elec - Inputs Working - DNSP RFM - version 3
Clear Sheet
3
4 Actual Capital e—-As : before in capitalised provisions (Sm
5 Year 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
[ Sub-transmission lines 4200 51.00 14.00 9.00 16.00 26.00
7 distribution lines 23.00 21.00 11.00 91.25 9.00 11.00
8 substations 11.00 1200 11.00 11.00 11.00 11.00
9 distribution transformers 1025 10.00 10.00 11.00 10.00 10.00
10 LVS and meters 9.25 10.00 9.00 9.00 9.00 9.00
1 communications 8.00 8.25 8.00 8.00 8.00 9.00
12 vehicles 7.00 725 7.00 T.00 8.00 700
13 land and easements 6.00 6.00 6.00 6.00 6.00 6.00
53 Buildings 5.00 525 5.00 5.00 6.00 5.00
54 In-house software 400 400 400 400 400 400
55 Equity raising costs - - = = - =
56 Total 115.00 122 00 7400 110 00 75.00 87.00
57
58
59 nts in Ll ($m )
60 Year 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
61 Sub-transmission lines - 100{- 100 - 200 - 100 - 100 - 1.00
62 distribution lines - 100{- 100 - 100 - 125 - 100 - 100
B3 substations - 100- 200 - 100 - 100 - 100 - 1.00
64 distribution transformers - 125 (- 1.00 - 1.00 - 200 - 100 - 1.00
65 LVS and meters - 125{- 200 - 100 - 100 - 100 - 1.00
66 communications - 100- 125 - 100 - 100 - 100 - 200
67 vehicles - 100 ;- 125 - 100 - 100 - 200 - 1.00
68 land and easements - 100{- 100 - 100 - 100 - 100 - 1.00
108 Buildings - 100(- 125 - 100 - 100 - 200 - 100
109 In-house software - 100i- 100 - 100 - 100 - 100 - 100
110 Equity raising costs
11 Total 11500 122 00 74 00 110 00 75.00 87 00
12
113
114 Actual Capital e=As ; after mo in i pr i ($m
115 Year 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29
116 Sub-transmission lines 4100 5000 12.00 8.00 15.00 2500
17 distribution lines 2200 20.00 10.00 50.00 8.00 10.00
118 subslations 10.00 10.00 10.00 10.00 10.00 10.00
119 distribution transformers 9.00 9.00 900 900 900 900
120 LVS and meters 8.00 8.00 8.00 8.00 8.00 8.00
121 communications 7.00 700 7.00 7.00 7.00 7.00
122 vehicles 6.00 6.00 6.00 6.00 6.00 6.00
123 land and easements 500 500 500 500 500 500
163 Buildings 4.00 4.00 4.00 4.00 4.00 4.00
164 In-house software 3.00 3.00 3.00 3.00 3.00 3.00
165 Equity raising costs - - - - - -
166 Total 11500 12200 7400 11000 75.00 87.00
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A The depreciation tracking module

A.1 Overview of the depreciation tracking module

The depreciation tracking module (tracking module) is used to calculate depreciation
schedules of the RAB and TAB for each asset class across the relevant lives of the assets.
Specifically, the tracking module is an attachment to the RFM—comprising a separate set of
Microsoft Excel sheets in one file—that performs calculations to derive:36

o forecast RAB and TAB depreciation schedules for the next regulatory control period
o actual RAB and TAB depreciation schedules for the current regulatory control period.

The tracking module allows the user to vary the inputs to assess their impact on the output
data and other derived parameters. Figure 13 provides an overview of this process.

In this figure, each box with a dark blue header represents a sheet within the tracking
module. Sheets are classified as primarily about inputs (left column), calculations (centre
column) or outputs (right column). The flow of data is therefore from left to right, and
simplified links between the sheets are shown with blue arrows. The figure also shows the
RFM and PTRM in light blue headers and the outputs from the tracking module that serve as
inputs to the RFM and PTRM.

The user should not alter the names of any sheets or defined name ranges within the
tracking module. These components are used in the formulae and macros included in the
module. If these elements are changed, errors may occur.

A.1.1 RAB depreciation tracking

To operate the tracking module for RAB depreciation, enter the inputs in the RAB input
sheet (section B.1)—for example, the starting RAB%7, actual capex, RAB adjustments, RAB
asset lives, or actual CPI rate. These inputs can be sourced from the accompanying RFM for
the current regulatory control period.

The tracking module then uses this data to calculate the depreciation schedules for each
asset class—disaggregated by the starting RAB, each year of capex, RAB adjustments, and
t—1 and t-2 capex true-ups. Under this approach, these asset values are converted into the
base dollar terms of the tracking module to determine the depreciation profiles of each
disaggregated component in the RAB tracking sheet (section B.2).38

The RAB tracking summary (section B.3) sheet converts the total depreciation for each
asset class from the RAB tracking sheet to PTRM base dollar terms.3°

36 The set of Microsoft Excel sheets which constitute the tracking module were created in Microsoft Excel 2016. We

recommend this or a later version of Microsoft Excel be used in applying these spreadsheets.

This input is only required for the first period that a business begins year-by-year tracking.

The base dollar terms of the tracking module are the end of year dollar terms for the year before the first year of tracked
capex. For example, if a DNSP begins tracking capex from 2015—16, these dollar terms will be 2014—15 dollar terms.
The PTRM base dollar terms refers to the input terms of the PTRM for which the tracking module will provide the forecast

37
38

39
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Figure 13 Overview of the tracking module sheets

INPUTS

RAB input

User enters all input

data. This comprizes:

* Business and tracking
period inputs

+ Actual inflation,
nominal & real vanilla
WACT

+ Starfing RAE values &
remaining lives

+ Actual gross capex,
dizposals and capital
contributicns

* RAE standard lives

* RAE assef adjustment
values & remaining
lives

* Capex true-ups for
years -1 & t-2.

* Closing RAE at the
end of the RFM period

CALCULATIONS

Calculates the depreciation
schedule for the:

* Starfing RAB

* Each year of net capex

* RAE asset adjustments

* Capex true-ups for years -1 &
2.

v

User enters all input

data. This comprises:

* Business and TAB
fracking pencd inputs

* DV multiplier

+ Starling TAE values &
remaining lives

+ Actual gross capex &
dizposals

+ Actual immediately
expensed capex

* Tax & RAB standard
lives

* TAB asset adjustments
& remaining lives

* Capex tax depreciation
approach (SL/DV)

1. Inthe case of reopeners, the adjustment will align to the adjusted closing RAB.

Converts the total depreciation
te PTRM base dollars.

Calculates an adjustment to
align the sum of the forecast
RAB depreciation with the
closing RAB.

OUTPUTS

RAB tracking Tracking output

For PFTREM inputs:

* Aligns the depreciation
schedules in the RAB
tracking summary sheet
fo the RFM closing RAB
using the adjustment -
calculated in the RAB
tracking summary
sheet.

* Summarizes the forecast
TAE depreciaticn from
the TAB tracking sheet

For RFM inputs:

* Summarises the actual
TAE depreciaticn from
the TAB tracking sheet

TAB tracking

Calculates the tax depreciaticn
schedule for:

+ Starfing TAB

* Each year of net capex

* TAE asset adjustment.

2. By default, some of the input sections in the TAB input sheet will reference the cormesponding sections in the RAB
input sheet. Thesa inputs comprise Business and tracking pericd inputs, gross capex and disposals and RAB
standard lves and RAB adjustment remaining lives. Where only TAB depreciation fracking is required—or whera RAB
and TAB depreciation tracking start in different years—the default formulae in input cells of the TAB input sheet
should be owersritten with the correct values.

Finally, because the RAB depreciation outputs of the tracking module become inputs to the
PTRM, the Tracking output sheet (section B.4) calculates the forecast RAB depreciation for

RAB depreciation. It is therefore at end of year dollar terms of the current regulatory control period (in relation to RFM), or
at the start of the next regulatory control period1 (in relation to PTRM).
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each asset class in respect of the next regulatory control period. This sheet provides the
data that serve as inputs to the PTRM in the required format.*?

A.1.2 TAB depreciation tracking

To operate the tracking module for TAB depreciation, enter the inputs in the TAB input
sheet (section C.1)—for example, the starting TAB, actual capex, immediate expensing, TAB
adjustments, tax asset lives, or depreciation approach (SL/DV). These inputs can be
sourced from the accompanying RFM.*’

The tracking module then uses this data to calculate the TAB depreciation schedules for
each asset class—broken down further by the starting TAB, each year of capex (adjusted for
immediate expensing), and TAB adjustments. The depreciation schedule of each
disaggregated component is then calculated in the TAB tracking sheet (section C.2).#2

Finally, because the outputs of the tracking module become inputs to the PTRM and RFM,
the Tracking output sheet (section C.3) summarises the calculated TAB depreciation by
asset class in the format required for feeding into the models. For each asset class it
provides:

o total forecast tax depreciation for the next regulatory control period which serves as an
input to the PTRM

¢ total actual tax depreciation for the current regulatory control period, which serves as an
input to the RFM.

40 The tracking module can also be used to derive actual RAB depreciation to be used as an input to the RFM.

41 By default, some of the input sections in the TAB input sheet will reference the corresponding sections in the RAB input
sheet. These inputs comprise business and regulatory control period data, gross capex, disposals, RAB standard lives and
asset adjustment remaining lives. Where the tracking module is used for both RAB and TAB depreciation, the default
formulae in the TAB input sheet will reference the correct values in the RAB input sheet and can be retained. Where only
TAB depreciation tracking is required, the default formulae in the input cells of the TAB input sheet should be overwritten
with the appropriate values.

42 For each asset class, the total calculated depreciation includes the impact of immediate expensing.
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B RAB depreciation tracking
B.1 RAB input sheet

The RAB input sheet provides for key input variables for RAB tracking to be entered in the
tracking module. They are automatically linked to corresponding cells in other relevant
sheets. Values should be entered into each cell with light blue shading. This sheet
comprises the following sections:

e general information

o starting RAB and actual gross capex

e actual asset disposals

e actual capital contributions

e RAB lives

e asset adjustments — RAB

o asset adjustment remaining life — RAB
e adjustment for year t—1 capex

e adjustment for year t—2 capex

e RFM closing RAB

« RFM closing RAB — adjusted for mid-period reopeners.*3

Unlike the RFM and the PTRM, the tracking module retains inputs and calculations across
multiple regulatory control periods. For the first regulatory control period when tracking
commences, the user enters the required inputs for that period. For each subsequent reset
the user updates the tracking module by adding the inputs relevant to the new regulatory
control period. Notes have been included for various cells with specific comments and
explanations about the relevance of the inputs.

This sheet also contains two buttons that initiate macros that are used to expand the
calculations of the tracking module—inserting additional regulatory control periods for
continuing the tracking calculations, and extending the number of years for calculating
depreciation. Details of these macros are discussed in sections B.5 and B.6.

Figure 14 provides an example of the RAB input sheet.

43 Reopeners includes contingent projects and cost pass throughs.

Roll forward model handbook | Electricity distribution network service providers

47



Figure 14 RAB input sheet

ABC o E | F G H J K L M N o P Q
1
|
2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 input cells in biue. Add years to calculation Insert additional RAB tracking period
3 | |
4 Year 201318 ma1s 201516 01617 2017.18 2018-19 201920 202001 w0122 0223 202320 202.25
5
L] General information
7
] Business name DNSP
9 First regulatory year for tracking 201516
10 Regulatary period 201520
1 Yearsin regulstory period 5
12
13 Partiallylagged
14 265 3.10% 2.20% 275% 172% 1.69%
15 057 100 103 106 Lo8 1 113 115 115 115 115 115
16
7 Nominal vanilla WACC (fixed real time varying) 9.16%] 7.63% 6.69% 7.26% 61a% 615%
18 Nominal vanilla WACC index 1 052 100 108 115 13 131 133 139 133 139 133 135
19 Res! vanilla WACC 6.34% 239% 239% a39% 439% 4.39%
20 Real vanilla WACC index 094 100 104 109 114 119 124 124 124 128 124 126
2
2 T minal] Y
RAB(dosingas  Actualgross  Acualgross  Actualgross  Actualgross  Actualgross
2 at201415)  capex(2015-16) capex(2016-17) capex (2017-18) capex(201819) capex(2019-20)
24 Asset class
2 Sub-transmission ines 1018.68 50.00 12.00 800 15.00 25.00
75 Total 4,918.72 122.00 74.00 110.00 75.00 87.00
76
m Actual asset disposals - As incurred ($m, nominal) i
Actualasset  Actualasset  Actualasset  Actualasset  Actualasset
disposals disposals disposals. disposals disposals.
78 Asset class (2015-16) (2016-17) (2017-18) (201819) (2019-20)
79 Sub-transmission lines
129 Total &0 7.00 6.00 7.00 6.00
130
131 n nominal) b
Actual customer
132 Asset class (2015-16) (2016-17) (201728) (201819 (2019-20)
123 Sub-transmission ines 3 5 z 5 =
183 Total 200 200 200 200 200
184
185 RAB lives [years) i
RAB standard e RAB remaining g
-previous period  ifefasat  RAB standard fife
186 Asset class (2010-15) 2013.15) (2015-20}
187 sub-transmission fines - 2000 50,00
237
238 Asset adjustments (as incurred) - RAB ($m, nominal) k|
Final year RAB
adjustments
239 Asset class (2019-20)
240 Sub-transmission lines 50.00
290 Total - - -
291
202 Assetadjustment remaining life - RAB (years) s}

Asset
adjustments
remaining life

293 Asset class (2019-20)
294 Sub-transmission ines [ 10.00
344
345 Adjustment for difference in t-1 capex - As incurred ($m, nominal)
Actual and
forecast 2014-15
346 Asset class capex difference
347 Sub-transmission lines . 2m
397 Total - 375
£
399 Adjustment for excluded t-2 capex - As incurred (5m, Real) i
Excluded

201314 capex
400 Asset dlass ($m, 2014-15)
401 Sub-transmission ines *
451 Total
452
453 REM closing RAB ($m, nominal) 1

Depreciable RAB (closing as.
454 asset at 2019-20)
455
456 Yes 103333
506 4,757.43
507
508 inal)

Adjusted RAB
(closing as at

509 2019-20)
510
511 103333
561 4,757.43

B.1.1 General information

The RAB input sheet captures some general information required to set up the tracking
module, and calculate values consistently. The recorded input values are linked to
subsequent sheets which calculate depreciation in consistent dollar terms and apply the
correct return where relevant. Notes have been included for various cells with specific
comments and explanations about the relevance/source of the inputs.

Business and tracking period inputs

The business name and applicable depreciation tracking for a regulatory control period
(including start and length) are recorded in rows 8 to 11. This allows the tracking module to
begin tracking at the correct point in time—first regulatory year for tracking—and applies
capex true-ups and adjustments in the correct year—based on the length of a regulatory
control period.
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The tracking module template is configured to initially accommodate RAB depreciation
tracking for a single period of 5 years in length.** This can be expanded using the macro
buttons (discussed below). For subsequent periods of RAB depreciation tracking, the user
initiates the macro to expand the calculations (section B.5), and enters the regulatory control
period inputs—years and length—in the relevant column.4®

Inflation and rate of return

Actual annual inflation rates—based on CPl—over the relevant years of RAB depreciation
tracking are recorded in rows 14 to 15. It also provides the user an option at cell F13 (drop
down function) to select whether the RAB roll forward is undertaken using the partially-
lagged or all-lagged approach to actual inflation.*® The selected approach has to align with
the approach applied in the accompanying RFM.

This section also records the WACC rates used in the building block determinations
corresponding to the relevant years of RAB depreciation tracking in rows 17 to 20. These
parameters are linked to the RAB tracking and RAB tracking summary sheets.

B.1.2 Starting RAB and actual gross capex

The starting RAB comprises of the values as at the first year of RAB tracking. It is the
regulatory value of the historical assets at the start of RAB depreciation tracking that will be
depreciated as one group. The actual gross capex is adjusted for asset disposals and capital
contributions to calculate the net capex to be depreciated. The RAB input sheet requires
values for the starting RAB (disaggregated by asset classes in rows 25 to 74) at the start of
depreciation tracking. The values for the actual gross capex—also disaggregated by asset
classes—are required for each year of RAB depreciation tracking.

The recorded input values are linked to the RAB tracking sheet which calculates net capex
and tracks the depreciation of the starting RAB and net capex.

Asset class name

The asset classes/names are recorded in column E. It is important that the asset classes
recorded in the tracking module match the asset classes identified in the accompanying
RFM. This allows the tracking module to link with the RFM and output depreciation profiles in
a consistent format for input to the RFM and PTRM, where relevant.

Consistent with the RFM and PTRM, the tracking module is configured to accommodate up
to 50 asset classes.*” The number of asset classes used in the tracking module will vary

44 Where the first regulatory control period of RAB depreciation tracking is longer than 5 years, the in-built macros (section
B.5) can also be used to add the required number of additional years to the first period.

For example, where a regulatory control period is for 2020-25, details of this period should be entered in the column for
2020-21. The tracking module has been configured to provide a prompt (row 9) to assist with entering the relevant years
and length for future regulatory control periods in the correct column.

See section 2.3.6.

The asset class names are also referenced in the TAB input sheet by default. Asset classes 47 to 50 are listed as those
for which the straight-line (SL) method of tax depreciation will apply in the regulatory control periods subsequent to the
2018 tax review. These are for assets related to ‘In-house software’, ‘Buildings’ and ‘Equity raising costs’.

45

46
47
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between businesses. However, for each business, the number of asset classes used in the
tracking module must be consistent with that used in the RFM and PTRM to allow the
depreciation schedules determined in the tracking module to be used as inputs to the RFM
and PTRM, where relevant.

Starting RAB

The starting RAB values for each asset class are recorded in column G. The starting RAB is
the closing value of the final year for the previous regulatory control period. This is the same
value as the opening RAB at the start of the current regulatory control period where RAB
depreciation tracking commences. These asset values can be sourced from the Total RAB
roll forward sheet of the accompanying RFM or the PTRM input sheet of the relevant
PTRM. These values are linked to the depreciation calculations in the RAB tracking sheet.

Actual gross capex — as incurred

The actual gross capex values for each year of RAB depreciation tracking are recorded in
column H and beyond. Actual gross capex inputs can be sourced from the RFM input sheet
of the accompanying RFM. These inputs (by asset class in rows 25 to 74) are recognised on
an as incurred basis and are assumed to be in middle of the year terms based on nominal
dollar terms. These values are linked to the depreciation calculations in the RAB tracking
sheet.

Consistent with the RFM, at the time the final decision is made these inputs for the final year
of the current regulatory control period will typically remain as estimates.*® These final year
estimates will be overwritten with actuals at the next reset.*?

B.1.3 Actual asset disposals — as incurred

The actual asset disposals (recorded in rows 79 to 128) are assumed to be in middle of the
year terms based on nominal dollar terms. Actual asset disposals can be sourced from the
RFM input sheet of the accompanying RFM.®° These values are linked to the depreciation
calculations in the RAB tracking sheet.

Consistent with the RFM, at the time the final decision is made these inputs for the final year
of the current regulatory control period will typically remain as estimates.5' These final year
estimates will be overwritten with actuals at the next reset.

48 At the draft decision stage, typically the last two years of the current regulatory control period will remain as estimates.

This is also consistent with the RFM.

In the case where an ex-post review determines that some capex should be excluded from the RAB, for those years, the
actual gross capex inputs in this sheet should reflect the efficient capex included in the RFM.

Consistent with the RFM, at the time the final decision is made these inputs for the final year of the regulatory control
period will typically remain as estimates. These final year estimates will be updated with actuals at the next reset.

At the draft decision stage, typically the last two years of the current regulatory control period will remain as estimates.
This is also consistent with the RFM.

49
50
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B.1.4 Actual capital contributions — as incurred

The values of actual assets contributed by other parties over the regulatory control period for
each year are recorded in rows 133 to 182.These inputs are assumed to be in middle of the
year terms based on nominal dollar terms. Actual capital contributions can be sourced from
the RFM input sheet of the accompanying RFM.52 These values are linked to the
depreciation calculations in the RAB tracking sheet.

Consistent with the RFM, at the time the final decision is made these inputs for the final year
of the current regulatory control period will typically remain as estimates.? These final year
estimates will be overwritten with actuals at the next reset

B.1.5 RAB lives

The RAB standard lives and remaining lives are recorded in rows 187 to 236. These inputs
can be sourced from the RFM input sheet of the accompanying RFM. They are linked to the
depreciation calculations in the RAB tracking sheet.

RAB remaining lives

The RAB remaining lives of each asset class are recorded in column G and reflect the
economic lives of the tracking module’s starting RAB (section B.1.2). These values should
be consistent with those contained in the RFM for the relevant period of depreciation
tracking. These inputs are referenced in the RAB tracking sheet to calculate the
depreciation of the starting RAB values.

RAB standard lives

The RAB standard lives measure how long the infrastructure would physically last if it had
just been built. The RAB standard lives for each asset class are recorded in rows 187 to 236
for each regulatory control period tracked in the relevant column.%*

The standard lives recorded in column F relate to those for the period preceding the first
regulatory control period when tracking commenced. These standard lives are used to
calculate the depreciation of any true-ups for capex prior to the first regulatory control period
for tracking (sections B.1.8 and B.1.9).

The standard lives recorded in column H relate to the standard lives for the first regulatory
control period when tracking commenced. Standard lives for subsequent regulatory control
periods of RAB depreciation tracking are recorded in the relevant column for those periods
(section B.5.1).

52 Consistent with the RFM, at the time the final decision is made these inputs for the final year of the regulatory control
period will typically remain as estimates. These final year estimates will be updated with actuals at the next reset.

53 At the draft decision stage, typically the last two years of the current regulatory control period will remain as estimates.

This is also consistent with the RFM.

For example, where a regulatory control period is for 2020-25, the RAB standard lives applicable to this period should be

entered in the column for 2020—21. The tracking module has been configured to provide a heading prompt (row 131) to

54

assist with entering the relevant inputs for future regulatory control periods in the correct column.
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These values should be consistent with those contained in the PTRM used in the relevant
building block determination for the DNSP. They are referenced in the RAB tracking sheet
to calculate the depreciation of each year of net capex, and any adjustments for the true-up
of capex in year t—1 and year t-2 of the previous regulatory control period.

B.1.6 Asset adjustments

The input section for asset adjustments is primarily for recording final year asset adjustments
at the end of the current regulatory control period. This data may be required where the
DNSP has adjusted its closing RAB by removing or adding assets (such as for a change in
service classification) in the final year of the regulatory control period.

The final year asset adjustments are recorded in rows 240 to 289, and these inputs can be
sourced from the RFM input sheet of the accompanying RFM.

The user can also record RAB asset adjustments in one or more years within a regulatory
control period for depreciation tracking rather than at the end of the period.%® Where inputs
are recorded for within period asset adjustments (i.e. reflecting mid-period reopeners such
as contingent projects or pass throughs that affect the RAB), these values are referenced in
the RAB input sheet for RFM closing RAB — adjusted for mid-period reopeners (section
B.1.11). The asset adjustments are referenced and used for calculating depreciation in the
RAB tracking sheet.

B.1.7 Asset adjustments — remaining lives

The asset adjustment remaining lives reflect the economic lives of the asset adjustments
(section B.1.6). The remaining lives are recorded in rows 294 to 343 in the same columns as
the associated asset adjustments, and these inputs can be sourced from the RFM input
sheet of the accompanying RFM. The asset adjustments remaining lives are referenced in
the RAB tracking sheet.

B.1.8 Adjustment for difference in t—1 capex

The adjustment for the difference in year t—1 capex is recorded in rows 347 to 396. These
refer to the difference between actual and estimated net capex for the year prior to the first
year where RAB tracking applied.

Adjustment for the difference in year t—1 capex can be sourced from the 'Nominal difference
between actual and forecast net capex' section in the Adjustment for previous period
sheet of the accompanying RFM. These inputs are assumed to be in end of year terms
based on nominal dollar terms.

The adjustment for year t—1 capex is referenced and used for calculating depreciation in the
RAB tracking sheet.

55 We consider that these within-period adjustments would be allowed in the case of reopeners such as a contingent project
determination where RAB adjustments occur within the period. The tracking module has been configured to provide a
heading prompt (row 291) to assist with entering the relevant inputs for future regulatory control periods in the correct
column.
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B.1.9 Adjustment for excluded t-2 capex

The input section is only relevant for recording any excluded year t—2 capex adjustments
following an ex-post review.%6 The adjustments for excluded year t—2 capex are recorded in
rows 401 to 450 in the relevant column for year t—2.57 The inputs refer to the amount of
actual year t—2 capex excluded from the RAB as a result of an ex-post review adjustment
applied in a regulatory determination.

These inputs can be sourced from the 'Nominal adjustment for year t—2 capex excluded from
RAB' section in the Adjustment for previous period sheet of the accompanying RFM.
They are assumed to be in end of the year terms based on nominal dollar terms.

The adjustments to year t—2 capex are referenced and depreciated in the RAB tracking
sheet.

B.1.10 RFM closing RAB

The RFM closing RAB values are recorded in rows 456 to 505 in the relevant column for the
final year of the current regulatory control period.%® The inputs refer to the closing RAB
values calculated in the accompanying RFM for the final year of the current regulatory
control period.

These inputs can be sourced from the PTRM input sheet of the RFM and are linked to the
RFM closing RAB adjusted values (section B.1.11). They are used to calculate the RAB
depreciation schedules for each asset class in the Tracking output sheet.%®

The input cells in column F each contain a ‘yes/no’ switch for each asset class to indicate
whether or the asset class is depreciable. These inputs are referenced in the Tracking
output sheet.

B.1.11 RFM closing RAB (adjusted for mid-period reopeners)

This section on RFM closing RAB adjusted values does not require inputs to be recorded.
For each asset class, the adjusted closing RAB is calculated where RAB adjustments
(section B.1.6) are recorded in one or more years within a period rather than at the end of
the period. The RFM closing RAB values (adjusted for mid-period reopeners) are displayed
in rows 511 to 560.

56 An ex-post review can be undertaken to determine if inefficient capex is to be excluded. Here, 'inefficient' past capex refers

to three specific assessments (labelled the overspending, margin and capitalisation requirements) detailed in NER, cll.
S6.2.2A and S6A.2.2A. The details of our assessment approach for an ex-post review are set out in the Capital
expenditure incentive guideline AER, Capital expenditure incentive guideline, November 2013, pp. 13—17.

For example, where a regulatory control period is for 2020-25, the adjustment to t—2 capex applicable to this period should
be entered in the column for 2018-19.

For example, where a regulatory control period is for 2020-25, the RFM closing RAB should be entered in the column for
2024-25.

The RFM closing RAB is equivalent to the PTRM opening RAB. Clause 6.5.5(b)(2) of the NER requires that the sum of the
real value of the depreciation that is attributable to any asset or category of assets must be equivalent to the value at
which that asset or category of assets was first included in the RAB for the relevant distribution system.

57
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If no mid-period asset adjustments are recorded, the values in the RFM closing RAB
adjusted section will be equal to the RFM closing RAB values (section B.1.10).

Where mid-period asset adjustments are recorded, the RFM closing RAB adjusted values
are required to correctly align the forecast RAB depreciation schedule with the asset values
included in the RAB. This is consistent with the requirements of clause 6.5.5(b)(2) of the
NER.

Figure 15 shows the recorded mid-period asset adjustments and Figure 16 shows the
resulting RFM closing RAB adjusted values.

Figure 15 RAB input sheet—RAB adjustments made within the regulatory
control period

ABC D E E G H 1 J K L U] N o P Q
1
2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 Input cells in biue Add years to calculation Insert additional RAB tracking PB”W}
3 |
4 w1310 201215 201516 201617 201718 01819 201920 202021 wnn 0025 2032 202425
238 Asset adjustments (as incurred) - RAB ($m, nominal) ]
Final year RAB Mid-period asset
adjustments adjustment
239 Asset class (2019-20) (2021-22)
240 Sub-transmission lines 50.00 - 7.00
241 distribution lines 30.00 9.00
242 substal 30.00
243 d sformers - 50.00
244 v
245 e
248 vehicles
247 Iand and easeme:
290 Total 2.00

Figure 16 RAB input sheet—RFM closing RAB adjusted values

ABC o E | F G H J K L M N o P Q
1
|

2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 input cells in blue Add years to calculation Insert additional RAB tracking period |

4 Year 01314 201415 201516 01617 201718 01819 2019-20 2020-21 w02 2022-23 202320 202825
453 RFM closing RAB [$m, nominal)

Depreciable RAB (closing as
454 asset at 2019-20)
455 Asset class
456 Sub-transmission ines Yes 1033.33
457 distribution lines Yes 82046
458 substat Yes 615.13
459 distribution transformers Yes 507.70
480 LVS and meters Yes 453.04
461 communications Yes 403,77
462 vehicles Yes 267.40
463 land and easements No 585.90
506 Total - - 4.758.64
507
508 RFM closing RAB - Adjusted for mid-period reopeners ($m, nominal)
Adjusted RAB
(closing as at

509 2019.20)
510 Asset class
511 ub-transmission lines 107643
512 829.31
513 615.13
514 507.70

515 as3.04
518 communications 403.77
517 vehicles 267.40
518 land and easements 585.90
561 Total 4,760.61

B.2 RAB tracking sheet

The RAB tracking sheet calculates the real straight-line depreciation schedules for each
asset class (in tracking module base dollar terms).%° For each asset class the depreciation
schedule is disaggregated into separate RAB tracking components for:

o the starting RAB
e each year of tracked capex

e adjustments to t—1 capex, and where relevant t—2 capex

60 The base dollar terms of the tracking module are the end of year dollar terms for the year before the first year of tracked

capex. For example, if a DNSP begins tracking capex from 2015—16, these dollar terms will be 2014—15 dollar terms.
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other RAB adjustments.

Figure 17 provides an example of the RAB tracking sheet.

Figure 17 RAB tracking sheet

ABICD E | F G | H | | J | K L | M N 8]

1

2 | DNSP - RAB tracking - Elec DNSP RFM - Depreciation tracking module - version 1

3

4 Year [Sm, real 2014-15) 2014-15 2015-16 201617 2017-18 201819 2015-20 2020-21 2021-22 2072-23 1

5

6 | Assetclass 1 ‘Sub-transmission lines

7| Walue of starting RAB and net capex addition 1,012.68 50.53 1171 766 1391 2278 - - -

& | Initial remaining life and standard lives [years) 20.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
9 | Adjustment for difference in t-1 capex 248 - - - - B - - B
10 | Remaining life of adjustment for t-1 capex [years) 45.00 - - - - - - - -
11| Adjustment for excluded t-2 capex - - - - - - - - -
12 | Remaining life of adjustment for t-2 capex [years) - - - - - - - - -
13 | Asset adjustment- RAB - - - - 4423 - - -
14 | Remaining life of 2sset adjustment - RAB [years) - - - - 10.00 - - -
15 |

16 | Year-by-year tracking

17 | o Depreciation of starting RAB 50.93 50.93 50.593 50.53 50.93 50.53 50.93
18 | 1 Depreciation of net capex 2015-16 1.01 101 101 101 101 101 101
19 | 2 Depreciation of net capex 2016-17 0.23 0.23 0.23 023
20 | 3 Depreciation of net capex 2017-13 0.15 0.15 015
21 | 4 Depreciation of net capex 2018-19 028 028 028
22| 5 Deprecigtion of net capex 2019-20 046 0.46 046
23 |

24 |

25 | 5 Depreciation oft-1 and t-2 adjustment 2014-15 0.08 [eXez 0.08
26 |

27

28 | Depreciation of asset adjustments - RAB 2015-16 - - -
29 | Depreciation of asset adjustments- RAB 2016-17 - - -
30 | Depreciation of asset adjustments - RAB 2017-18 - - -
31| Depreciarion of asser adjustments - RAB 2015-15 - - -
32 | Depreciation of asset adjustments - RAB 2015-20 442 4.42 442
33

34 | Sub-transmission lines - depreciation 50.93 5154 52.18 52.33 52.61 57.57 57.57 57.57
35

36 | Asset class 2 Distribution lines

37 | Value of starting RAB and net capex addition B08.42 2021 3.76 47.87 7.42 511 - - -
38 | Initial remaining life and standard lives [years) 20.00 50.00 50.00 50.00 50.00 50.00 50.00 £0.00 50.00
39 | Adjustment for difference int-1 capex 3.67 - - - - - - - -
40 | Remaining life of adjustment for t-1 capex [years) 45.00 - - - - - - - -
41 | Adjustment for excluded t-2 capex - - - - - - - - -
42 | Remaining life of adjustment for t-2 capex [years) - - - - - - - - -
43 | Asset adjustment- RAB - - - - 26.54 - - -
44 | Remaining life of asset adjustment - RAB [years) - - - - 4.00 - - -
45 |

46 | Yeal tracki

84: Distribution lines - depreciation 26.95 27.35 27.55 28.50 23.65 35.55 35.55 35.55
65

66 | Assetclass3 Substations

67 | Walue of starting RAB and net capex addition 703.15 1011 9.76 957 927 911 - - -
68 | Initial remaining life and standard lives [years) 30.00 40,00 40.00 40,00 40.00 40,00 40.00 40.00 40.00
69 | Adjustment for difference in t-1 capex 0.55 - - - - R - - R
0| Remaining life of adjustment for t-1 capex [years) 35.00 - - - - - - - -
71 | Adjustment for excluded t-2 capex - - - - - - - - -
72 | Remaining life of adjustment for t-2 capex [years) - - - - - - - - -
73| Aszzet adjustment- RAB - - - - [26.54) - - -
74 | Remaining life of asset adjustment - RAB [years) - - - - 5.00 - - -
75 |

76 | Year-by-year tracking

94: ‘Substations - depreciation 23.44 23.659 23,54 24.17 24.41 15.34 19.34 15,24
95

96 | Assetclassd Distribution transformers

97 | Walue of starting RAB and net capex addition 559.85 510 878 262 834 8.20 - - -
98 | Initial remaining life 2nd standard lives [yaars) 30.00 40.00 40.00 40.00 40.00 40.00 40,00 40,00 40,00
99 | Adjustment for difference in t-1 capex 5.41 - - - - - - - -
100/ Remaining life of zdjustment for t-1 capex [years) 35.00 - - - - R - - R
101] Adjustment for excluded t-2 capex - - - - - - - - -
102| Remaining life of adjustment for t-2 capex [years) - - - - - - - - -
103| Asset adjustment- RAB - - - - 4433 - - -
104| Remaining life of asset adjustment - RAB [years) - - - - 7.00 - - -
105
1086] ‘Year-by-year tracking
12{ Distribution transformers - depreciation 20,00 20,22 2044 20.66 20,87 14,91 14.91 14,91
125
128 Assetclass5 LVS and meters
127| Walue of starting RAB and net capex addition 499.62 6.06 5.86 574 5.56 5.47 - - -
128| Initial remaining life and standard lives [years) 30.00 30.00 30.00 30,00 30.00 30,00 30,00 30.00 30.00
129] Adjustment for difference in t-1 capex 156 - - - - - - - R
130| Remaining life of adjustment for t-1 capex [years) 25.00 - - - - - - - -
131] Adjustment for excluded t-2 capex - - - - - - - - -
132] Remaining life of adjustment for t-2 capex [years) - - - - - - - - -
133| Aszzet adjustment- RAB - - - - - - - -
134 life of aszet -RAB [years) - - - - - - - -
135
136 ‘Year-by-year tracking
15{ LV5 and meters - depreciation 16.65 16.86 17.05 17.24 17.42 17.67 17.67 17.67
155
156| Assetclass 6 ‘Communications
157 | Walue of starting RAB and net capex addition 399.28 7.07 £.23 70 £.43 €.38 - - -
158| Initial remaining life and standard lives [years) 30.00 10,00 10.00 10.00 10.00 10,00 10.00 10.00 10.00
159| Adjustment for difference in t-1 capex 2.84 - - - - - - - -
160| Remaining life of adjustmentfor t-1 capex [years) 5.00 - - - - - - - R
161| Adjustment for excluded t-2 capex - - - - - - - - -
1R Ramszining lifanf sdinctmant fnr £23 ranax aarsl - - - - - - - - -
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The RAB tracking sheet comprises 50 sections—one for each asset class. The data for
Asset class 1 is shown in Figure 18 and comprises:

o data derived from the RAB input sheet in rows 7 to 14 (cells within the bordered section)
e calculations for year-by-year real straight-line depreciation of RAB tracking components

in rows 17 to 34.51

Figure 18 RAB tracking sheet—Asset class 1

ABCD E F G H | J K L M N 3] P Q
1
2 DNSP - RAB tracking - Elec DNSP RFM - Depreciation tracking module - version 1
3
4 Year[$m, real 2014-15} 201815 201516 201617 201718 201819 201920 202021 202122 202223 202324 202425
5
6 Asset class 1 Sub- lines
7 Value of starting RAB and net capex addition 1,018.68 50.53 1171 7.66 13.91 2278 - - - - -
8 Initial remaining life and standard lives [yzars) 2000 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
9 Adjustment for difference in t-1 capex 348 - - - - - - - - - R
10 Remaining life of adjustment for t-1 capesx [years) 45.00
" Adjustment for excluded t-2 capax - - - - -
12 Remaining life of adjustment for t-2 capex years) - - - - - -
13 Assetadjustment - RAB - - - - 4423
14 Remaining life of asset adjustment - RAR [years) - - - - 10.00
15
16 Year by year tracking
17 0 Deprecigtion of starting RAB 50.53 50.53 50.53 50.53 50.93 50.53 50.53 50.53 5083 50.93

18 1 Depreciation of net capex 2015-16 1.01 1.01 1.01 1.01 1.01 101 101 1.01 1.01
19 2 Depreciation of net capex 2016-17 0.23 0.23 0.23 0.23 0.23 0.23 0.23
20 3 Depreciation of net capex 2017-18 0.15 0.15 0.15 0.15 0.15 0.15
21 4 Depreciation of net capex 2018-19 0.28 0.28 0.28 0.28 0.28 0.28
2 5 Depreciation of net capex 2019-20 0.46 0.46 046 046 0.46
23

24

25 5 Depraciation of t-1 and t-2 adjustment 2014-15 | 0.08 0.08 0.08 0.08 0.0
26

27

28 Depreciation of asset adjustments-RAB 2015-16 - - - - - - - - -
29 Depreciation of asset adjustments - RAB 2016-17 - - - - - - - -
30 Depreciation of asset adjustments - RAB 2017-18 - - - - - - -
31 Depreciation of asset adjustments - RAB 2018-15 - - - - - -
32 Depreciation of asser adjustments - RAB 2015-20 442 442 442 a4z 442
33

34 Sub-transmission lines - depraciation 50.93 51.54 52.18 52.33 52.61 57.57 57.57 57.57 57.57 57.57

B.2.1 Data derived from RAB input sheet

For each asset class, the bordered section contains data derived from the inputs entered in
the RAB input sheet. This section references the starting RAB, and calculates the net
capex, asset adjustment and capex true-up values in end of year terms in real base dollar
terms (dollar terms are listed in cell F4) for the tracking module.®? It also references and
calculates the relevant standard and remaining lives for each component from the RAB
input sheet.

For Asset class 1, the starting RAB value and associated remaining life are displayed in cells
G7 and G8 respectively. Net capex and associated standard lives are displayed in rows 7
and 8 in columns H and beyond. Adjustments to t—1 and t—2 capex and their remaining lives
are displayed in rows 9 to 12. Asset adjustments and the relevant remaining lives are
displayed in rows 13 and 14. For each asset class presented, the relative order and location
of these values are the same.

61 By default, the RAB tracking sheet accommodates a single regulatory control period of depreciation tracking. This can be

expanded to include additional periods as required (section B.5.2).

The tracking module base dollar terms are listed in cell F4. They are the end of year dollar terms for the year before the
first year of tracked capex. For example, if a DNSP begins tracking capex from 2015—-16, the RAB tracking sheet will
display the depreciation calculations in real 2014—15 dollar terms. The RAB tracking sheet then continues displaying the
data in real 2014—15 dollar terms even when subsequent regulatory control periods capex are added to the tracking
module.

62
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Starting RAB and remaining life

The starting RAB asset value is in end of year terms in real base dollar terms for the tracking
module. This should be consistent with the nominal value entered in the RAB input sheet.
The remaining life displayed is the life which applies to the starting RAB.

Net capex and standard lives

The net capex values are calculated based on the recorded actual nominal capex less asset
disposals and capital contributions. The net capex values are converted to display in end of
year terms in real base dollar terms for the tracking module.®3 The standard lives are listed
for each year of capex and are the same for each year within a regulatory control period.

Adjustments for the difference in t—-1 capex and remaining life

The adjustments for the difference in year t—1 capex are converted to display in end of year
terms in real base dollar terms for the tracking module.®* For the initial regulatory control
period when tracking commences, this value comprises the difference between actual and
estimated year t—1 capex and a return on that difference. For subsequent regulatory control
periods of depreciation tracking it comprises only the return on difference.®®

The remaining life displayed is the life which applies to the adjustment when the value enters
the RAB.56

Adjustments for excluded t—-2 capex and remaining life

Where an ex-post review determines that a portion of year t—2 actual capex is to be
excluded from the RAB, these adjustments to t—2 capex are converted to display in end of
year terms in real base dollar terms for the tracking module. For the initial regulatory control
period when tracking commences, this value comprises an adjustment for excluded year t-2
capex—the difference between efficient and actual year t—2 capex—and a return on that
adjustment. For subsequent regulatory control periods of depreciation tracking it comprises
only the return on the adjustment.®”

The remaining life displayed is the life which applies to the adjustment when the value enters
the RAB.®8

63 The net capex in the RAB tracking sheet is converted by applying CPI and a half year WACC to the nominal mid-year

inputs in the RAB input sheet.

The adjustment for the difference in year t—1 capex in the RAB tracking sheet is converted by applying CPI to the nominal
end-of-year inputs in the RAB input sheet.

This is because for the subsequent regulatory control periods of depreciation tracking the difference in t-1 capex is already
captured by the inputs on the RFM input sheet when updating the previous estimate of gross capex with actual capex
incurred.

It is equal to the standard life for the relevant year of capex less the time taken for the adjustment to enter the RAB. For a
typical five year regulatory control period this equates to the standard life less 5 years for a t—1 adjustment.

This is because for the subsequent regulatory control periods of depreciation tracking the difference in capex is already
allowed captured by the inputs on the RFM input sheet when updating the previous actual gross capex with actual
(efficient) capex determined.

It is equal to the standard life for the relevant year of capex less the time taken for the adjustment to enter the RAB and
further less an additional year. For a typical five year regulatory control period this equates to the standard life less 6 years

64

65

66

67

68
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Asset adjustment and remaining life

Where a DNSP has other asset adjustments (for example, end of period movements due to
a change in service classification) these values are converted to display in end of year terms
in real base dollar terms for the tracking module. The remaining life displayed is the life
which applies to the asset adjustment.

B.2.2 RAB depreciation schedules

For each asset class, the depreciation schedules—disaggregated by RAB components—are
calculated in real base dollar terms for the tracking module. These values are displayed in
the cells below the data derived from the RAB input sheet.

For Asset class 1, the values are displayed in rows 17 to 34 (Figure 18). The depreciation
schedules relate to:

the starting RAB (row 17)

actual net capex (rows 18 to 22)

adjustments to years t—1 and t—2 capex (row 25)

other asset adjustments (rows 28 to 32)

total asset class depreciation (row 34).

For each asset class presented, the relative order and location of these values are the same.
The depreciation is calculated on a straight-line basis and begins in the year after the asset
enters the RAB.

Details on adding the depreciation rows required for an additional period of RAB tracking are
discussed in section B.5.

The calculated total depreciation amounts in the RAB tracking sheet are referenced in the
RAB tracking summary sheet and the Tracking output sheet.

B.3 RAB tracking summary sheet

The RAB tracking summary sheet converts the total forecast depreciation for the next
regulatory control period (by asset class) from tracking module base dollar terms to PTRM
base dollar terms.®° The forecast depreciation schedules are contained in columns H to BP
for each asset class.

The RAB tracking summary sheet also calculates an adjustment to ensure the depreciation
schedules are in accordance with the requirements of the NER.”® For each asset class, the

for a year t-2 adjustment.
69 The PTRM base dollar terms refers to the start of year 1 for the next regulatory control period real dollar terms for input to
the PTRM for which the tracking module will provide the forecast RAB depreciation. It is therefore equivalent to end of year
real dollar terms for the final year of the current regulatory control period.
70 Clause 6.5.5(b)(2) of the NER requires that the sum of the real value of the depreciation that is attributable to any asset or
category of assets must be equivalent to the value at which that asset or category of assets was first included in the RAB

for the relevant distribution system.
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adjustment is displayed in percentage terms in column E and is equal to the RFM closing
RAB (column D) divided by total forecast depreciation (column G). This adjustment is
referenced in the Tracking output sheet.

Figure 19 provides an example of the RAB tracking summary sheet.

Figure 19 RAB tracking summary sheet

A B c D E F G H I J K L M N 0 P ]

DNSP - RAB tracking summary - DNSP RFM - Depreciation tracking module - version 1

[2020.21 202122 2022.23 202324 202425  2025-26 202627  2027-28 _ 2028-29  2029.30

RAB tracking summary table ($m, 2019-20)

1
2
3
4 Year
5
B

L _RAB (RFM) Adjustmentrequired  Total

8 Forecast RAB depreciation 150.78 198 29 20080 199.79 191 71 19629 195 34 20157 200.51 199.77

E Sbrarsmisonines |
10 chmburianbnes |

£5.08
40.19
21587
16.85
15.58
19.48

230

65.08
4019
2187
16.85
19898
1948

8.30

65.08
4018
2187
16.85
19.98
13.48
1204

65.08
4019
2187
16.85
1568
1548
1188

65.08
3269
2187
16.85
1998
19.48
1172

§5.08
32.69
27.87
15.85
1598
18.83
i1.57

65.08
3269
27.87
16.85
1558
1803
11.42

65.08
3269
27.87
24.00
19.58
1726
1127

65.08
3269
27.87
200
1588
16.50
1.7

65.08
3269
27.87
2400
1998
15.77
1127

55 Sinave straiaivHre e asnw ey : i - - - - - - - - - -
56 Sz i 3.32 3352 332 33z i3z 332 332 332 i3z 332
57 lrelvoisre solteave | i 539 213 169 104 0.62 - -

58 Eaty eangoower | : i 010 0.10 0.10 010 0.10 0.10 0.10 010 - o021 - 0

B.4 Tracking output sheet — RAB

The Tracking output sheet outlines the RAB (and TAB) depreciation outputs from the
tracking module in the format required to be used as inputs to the PTRM and RFM, where
relevant.

For RAB depreciation tracking, the Tracking output sheet displays the RAB aligned
forecast depreciation values for the next regulatory control period for each asset class in
rows 8 to 57. The values for the RAB aligned forecast depreciation are displayed in PTRM
base dollar terms and reference the values in the RAB tracking summary sheet.”’

[ The PTRM base dollar terms refers to the start of year 1 for the next regulatory control period real dollar terms for input to

Roll forward model handbook | Electricity distribution network service providers 59



For each asset class, the total forecast RAB depreciation for each year displayed in the RAB
tracking summary sheet is multiplied by the adjustment calculated in column E of that
same sheet. This adjustment ensures that for each asset class the sum of the forecast
depreciation equals the RFM closing RAB value consistent with the requirements of the
NER.”2 A check on this adjustment is performed in column F.

Figure 20 provides an example of the Tracking output sheet. Details of the TAB tracking
depreciation outputs are discussed in section C.3.

Figure 20 Tracking output sheet

£ _C D E F G H J K L ] N o P [*]

1

2 DNSP - Tracking output - DNSP RFM - Depreciation tracking module - version 1

3

4 Year |202041 202122 2022-23  2023-24  2024-25  2025-26  2026-27 202728 2028-29  2029-30

5 PTRM forecast depreciation output

[

7 Forecast RAB depreciation - Aligned ($m, 2019-20) 189.54 19634 19660 19297 18372 18503 18430  189.59  189.68  188.96

] s Glass | Sdriransviesion lines 65.15 65.15 65.15 65.15 65.15 65.15 65.15 65.15 65.15 65.15

] dssor Class i chstibution fines 36.74 36.74 36.74 36.74 29.88 29.88 29.88 29.88 29.88 29.88
10 Adsser Claee i subsistons 19.66 19.66 19.66 13.66 13.66 25.05 25.05 25.05 25.05 25.05
11 Asoew Claee 8 FmibLsion ransfymers 15.08 15.08 15.08 15.08 15.08 15.08 15.08 21.47 21.47 21.47
12 st Claee 5 L VS ancimaiers 18.01 18.01 18.01 18.01 18.01 1801 18.01 18.01 18.01 18.01
13 Asscy Glass & commeavoations 18.20 19.20 18.20 13.20 13.20 18.57 17.78 17.02 16.27 15.55
14 Assor Glase 7 veviles 888 8.88 11.50 11.34 1118 11.04 10.50 10.76 10.76 10.76
15 e Tlass & ad anc aasamends - - - - - - - - - -
55 Mssey Class 4 Raidings 2.52 2.52 2.52 2.52 2.52 2.52 2.52 2.52 2.52 2.52
56 dsser Class 4 Indauss softwars 4.57 11.38 3.02 5.55 3.30

57 sy Class 8 EQU s coses - 027- 027- 027- 027- 027- 027- 027- 027 0.57 0.57
58

50 Forecast TAB depreciation ($m, nominal) 169.79 16919 17119 17219 16841  166.63  167.80  170.80  173.80  173.80
60 sy Glass | Qubriransaviasion lines 56.12 56.12 56.12 56.12 56.12 56.12 56.12 56.12 56.12 56.12
&1 Assoy Glass i dhatnibetion fines 34.39 34.39 3439 34.39 3161 28.84 28.84 28.84 28.84 28.84
62 AssetGlass 5 sudbsisbons 2018 2018 20.18 20.18 20.18 20.18 24,35 24.35 24.35 24.35
63 Mssey Class 4 dhsinibution fransfomers 1514 1514 15.14 15.14 15.14 15.14 1514 18.14 21.14 21.14
64 Mssey Class 5 L VS andmeters 17.77 17.77 17.77 17.77 17.77 17.77 17.77 17.77 17.77 17.77
65 dsser Clase b commesieatons 14.28 14.28 14.28 14.28 14.28 14.28 14.28 14.28 14.28 14.28
66 Aseer Dlase 7 vyl 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00
67 s Claes b Jand ancl assamants . . . . . - - - - -
107 Asscy Glass 4 Raiddngs 125 125 125 1.25 125 1.25 1.25 1.25 1.25 125
108 AssevSlassd Induse softwans 0.60 - 2.00 3.00 2.00 3.00 - - - -
109 Asso¢ Slass 5 Equalysraising vosts 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05
110
11
112 Year 201415 [2015-16 201617 2017-18 201819 2019-20 _ 2020-21 202122 2002-23 201324 2024-25
113 RFM actual TAB depreciation output
114
115 Actual TAB depreciation (5m, nominal) - 182.19 185.02 186.13 178.62 179.74
116 Sitansnssion fines - 55.14 56.04 56.18 56.24 56.44
117 st aon fines - 29.76 3019 30.36 31.54 31.66
118 sudrshintonns - 2535 25.55 25.75 25.95 26.15
119 oFstbeaion ransfarmers - 2114 2134 21.54 2174 21.94
120 £V and e - 1677 16.97 17.17 17.37 17.57
121 oAt - 13.41 13.58 13.76 13.93 14.11
122 eriofar - 3.87 3.50 3.92 3.95 9.97
123 fav oo ewsemiensts - - - - - -
163 St - L15 125 125 125 125
164 fitesse s - 9.55 10.15 10.15 0.60 0.650
165 Equatty aaising cosis - 0.05 0.05 0.05 0.05 0.05

B.5 Adding RAB tracking periods to module

The tracking module template is set up by default to accommodate a single five year
regulatory control period of RAB depreciation tracking. For subsequent resets, the tracking
module must be expanded to accommodate capex for new regulatory control periods as part
of continuing the depreciation tracking approach. In order to include additional periods of

the PTRM for which the tracking module will provide the forecast RAB depreciation. It is therefore equivalent to end of year
real dollar terms for the final year of the current regulatory control period.

Clause 6.5.5(b)(2) of the NER requires that the sum of the real value of the depreciation that is attributable to any asset or
category of assets must be equivalent to the value at which that asset or category of assets was first included in the RAB
for the relevant distribution system.

72
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RAB depreciation tracking, the user must utilise the in-built macros to expand the
calculations in the tracking module.”
To include additional periods for RAB tracking, the user is required to:

e update the RAB input sheet with the relevant capex, asset adjustments, inflation etc.
This includes updating the estimated capex in the final year of the previous regulatory
control period (t-1) with actual capex’*

¢ initiate the ‘Insert additional RAB tracking period’ macro—by pressing the button on the
RAB input sheet. This will add in the required rows into the RAB tracking sheet to
calculate depreciation for the new period of capex.

This process is then repeated for each new period of RAB depreciation tracking required.

B.5.1 Updating the RAB input sheet for new regulatory control
period
To update the RAB input sheet for a new regulatory control period of RAB depreciation

tracking, the user must add the required inputs for the ‘Regulatory period’ and ‘Years in
regulatory period’. These are to be entered in the column relating to the first year of the new

period.

A note ‘input for next period’ appears in row 9 above the required input cells for the new
period. This is shown in Figure 21.

Figure 21 RAB input sheet—Update for new regulatory control period

ABC D B F G H J K L M N o
DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 input cells in blue Add years lo calculation Insert additional RAE
Year 2013-14 201415 201516 201617 2017-18 201819 2019-20 2020-1 002 2022-23

DNSP

ar for tracking 201516
2015-20
5

Partially-lagged
14 Actual n rate 2.93% 2.65% 3.10% 2.20% 275% L72% 1.69%
15 Actual CPI [one year lagged) 057 1.00 103 1.06 1.08 11 113 115 115 115

Figure 22 shows how a user must enter the input data in these cells for a new period. In this
case the period is 2020-25, and is 5 years after the initial (2015-20) period for which RAB
depreciation tracking had commenced. Once the inputs are entered, the labels for the
additional years of capex required appear in row 23.

73 Where the first regulatory control period of RAB depreciation tracking is longer than 5 years, the in-built macros can also

be used to add the required number of additional years to the first period.
74 If an ex-post review determines that some year t—2 capex is to be excluded then the user will update t—2 capex with the

approved efficient capex
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Figure 22 RAB input sheet—Regulatory control period added and labels for
capex

AABC D E ] 3 G H J K B ] N o P Q

2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 Input cels in blue Add years to calculation | tnsert addiional RaB jicdg pad]

3 Year 2013-14 201415 2015-16 201617 201718 2018-19 : 2019-20 202021 - 20;:22 202223 mldd- : 202425
g General information

201516
201520 202025

tory perios
in regulatory period

11 Year: 5 5
12
13 Lagged inflation approach Partially lagged
14 Actual CP1 inflation rate 293% 2.65%: 3.10% 2.20% 2.75% 1.72% 1.69%
15 Actual CPI (one year lagged) 097 100 103 106 108 1 113 115 115 115 115 115
16
17 Nominal vanilla WACC (fixed real time varying) 5.16% 7.63% 6.69% 7.26% 6.18% 6.15%
18 Nominal vanilla WACC index 1 032 1.00 1.08 115 123 131 133 139 139 139 139 139
19 Real vanilla WACC 6.34% a39% a.39% 339% a39% 439%
20 Real vanilla WACC index 0.94 1.00 104 1.09 L14 119 124 124 1.24 124 124 124
21
22 inal) ~
RAB(cosingas  Actualgross  Actual gross Actualgross  Actualgross  Actualgross Actualgross  Actual gross Actualgross  Actual gross Actual
23 at201415)  capex(2015-16) capex(2016-17) capex(2017-18) capex (201819] capex (2019-20) | capex (202021) capex (2021-22) capex(2022-23) capex (2023-24] capex (2024-25)
2 Asset class
25 Sub-transmission lines 101868 50.00 12.00 8.00 15.00 25.00
26 distribution lines 808.42 20.00 10.00 50.00 8.00 10.00
27 substations 703.15 10.00 10.00 10.00 10.00 10.00
28 distribution transformers 599.89 9.00 9.00 9.00 9.00 9.00
29 LvS and meters 499.62 800 .00 800 8.00 8.00
30 cccercnss |communical tions 399.36 7.00 7.00 7.00 7.00 7.00
31 vehicles 299.10 600 6.00 6.00 6.00 6.00
32 1and and easements 505.00 500 5.00 5.00 5.00 5.00
33 -
34
35

The user must then enter all of the required inputs for the years in the new regulatory control
period that has been added. Figure 23 highlights the required new inputs for the example
above, where the 2020-25 regulatory control period is added to the tracking module. The
new inputs required are:

e CPIl and WACC for the 5 years (2020-25)

actual gross capex, disposals and capital contributions for 6 years (2019-25)"°

¢ standard lives for the 2020-25 regulatory control period

¢ any RAB asset adjustments and associated remaining lives for the 2020-25 regulatory
control period

e true-up for actual capex incurred in year t—1 (2019-20)
e any true-up for efficient capex adjustment in year t-2 (2018—-19)76

o the RFM closing RAB for 2024-25.

75 In the event of an adjustment to t—2 capex as the result of an ex-post review of actual capex, 7 years of inputs (2018-25)

would be required to be entered, i.e. revising year t-2 (2018-19) with actual efficient capex determined.
76 Shown as zero in this example but would contain values in the case where an ex-post review determined changes were

required to previously entered year t—2 (2018—19) actual capex.
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Figure 23 RAB input sheet—Updated with new inputs for added period

& ABC D | E [ — H_ | ! [— L | L |l M | N | o | ® | @ | R
z DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 Add years o calculation [ """mwidm tadg |
3 |
4 Year I,
]
] I
7]
8 Business name [y
9 First reguiatory year for tracking 516
0] Reguiatory period 2015-20 0035
1 Years in regulatory period s
12
13 Lagged inflation approach Partial o - e — — — -
" Acual CF1 infiation rate 2038 Zesn] 3308 23 7 TN i | 2088 21 2608 ies 1628
15 Actual O (one year lagged) o057 100 103 106 108 111 113 T FEr) o T2t 126 128
L] p—
17 Nominal vanilla WACC (fixed rea! time varyin I S16%] 763X 3 7260% 618% 515%|
18 Nominal vanilia WACC index i | 092 100 108 115 13 131 133 139 15 ) 13 )
19 Real vanilla WACC 4 g 23" 23" s B | o8 oM 08 0BT g |
20 Real vanills WACE index 094 190 106 109 114 119 124 e T T ™ TeT 151
21 |
22 Swning RAB incurred (Sm, nominal)
| FAB(cosingas  Actalgross  Acualgioss  Acwalgross  Acuslgmss  Acualgross  Acwalgross  Acwalgross  Acualgrss  Adualgross  Aaual pross
23 at2018.15)
24 Nt ki
% Sub-transmission lines 101888 5000 1200 3 i | 500 5000 Lw 500 1500 300
2% a Distribution lines 80842 000 1000 5000 800 1000 000 1000 50,00 800 1000
27 substations 70315 1000 1000 1000 1000 1000 1000 1000
B . Distribution vansfomers 59989 a0 0% 200 200 000 200 a0
29 hoconet | WS andmeters 49962 800 850 800 500, s s 800
30 A [communications. 39936 700 700 10 700 0 70 70
3 A |venicies 2990 600 600 600 600 600 600 600
2 . 50500 500 500 500 500 500 500 500
s Total 481872 12200 7400 11000 7500 8700 12200 74.00 11000 .
%6
m incurred (Sm. hominal) b
Actuslassel  Actualesset  Acualassel  Acualessel  Actuolassel  Actualassel  Actualsssel  Actual assel
disposals disposals disposals disposals disposals disposals disposals
7 (2015-16) (2016.17) (2017.18) 12018.19) L2019.20) £2020.21) 12021.23) (2022.23)
Ll Sub-transmission lines - - - . - - - .
80 Disuibution lines . . - . - . - .
1] substation E 5 E 5 E = g g
82 Distribution ransformers 2 : - . . . . -
<) LvS and meters . . . . - .
B Communications : . : . + < 5
8 Vehicles 500 500 500 500/ 500 s00 500 s00
[ Land snd easements 100 150 100 100 100 100 1% 100
125 500 700 s00 700 00 700 00 -
130
131 As incurred ($m, nominal) %
I ‘Aetual customer
132 Poset class 12015-16) 2016-17) (2047-18) 2018.19) 2013201 20020 202120 202223 202320 20aIs
133 Sub-wansmission lines - L2 - L - - = ! " !
1 Distribution lines - - - - - - - -
135 Substations : E = E £ £ 8 £ £ £
136 Distribution wansformers - - - - . - . - - -
137 VS and meters 200 200 200 200 200 200 200 200 200
138 Communications: - - - - - - - - - -
139 Vehicies - - - - - - - - -
140, Land and easements - - - - - - - - - -
183 Total 200 200 200 200 o ™ o ™ o ™ :
184,
185] RAB ives (years) h§
Standard ¥ RAS remaining
e previous  fife (ssat  RAB standard RAB standard
186, Assen class | period (2010.15)  2014.15) __ ife (2015.20)
187, P I 5000 000 5000 5000
188 Diswibution lines 000 000 5000 5000
189 Substations %0 2000 @ 000
190 Distribution transtormers a0 000 a0 00
19 s and 000 2000 3000 3000
192 Communications. 1000 3000 1000 1000
193 700 3000 700 7.00
194 Land and easements | nia na nfa iz
237
236 RAB ($m. nominal) =
¥ Final year RAB Mid-period asset Final year RAB
adjustments adjustment
28 Aaser class (2013-20) (2021.22) 20ezs)
2 Sub-ansmission lines 000 - 7.00 1200
2 Disuribution lines 3000 100 . 1200
242 Substations. - 3000
243 Diswribution wansformers . 5000
244 Vs and meters
245 Communications:
246 Vehicles
24] Land and easements.
290 Totat = - - - E: 3 :
29°
292 RAB (years) !
I Asser Asset
remaining fite remaiing ite
293 Asser class 2015.20) 25)
294 Sub-transmission lines 1000 1800
29 Disuibution lines 400 17.00
2% Substations 500
297 Oistibution transtormers 700
29 Lv5 and meters
299 Communications.
300 Venhicles.
01 Land and easements
344 |
5 oy Y
Actuat ang Actual ana.
forecast 2014-15 forecast 2014-15
] Assen ciass capex difference capex ditterence
347 Sub-transmission lines 288 236
348 Distribution lines 208 249
H Substations 05 037
350 Distribution transformers 240 387
3 L¥S and e 177 108
382 Communications. 3 193
383 venici - 3% . 33
34 Land and easements - on - o8
397 57 - - 312 - - - - -
398
399 As incurred (Sm, Real) 3
Exciuded Excluged
201314 capex 201819 capex.
400 Rsset class ($m, 2014.15)
401 Sub-transmission lines B 450 g
402 Distribution lines 13 17 B
40: Substations - 587 -
404 Oistribution wansformers I ae -
405 LvS and meters B s Z
406 Communications - an -
403 Vehicles - 1664 s
Lana ana easements ; 2 5
% Tatal - 17 - - - - - - - -
452
453 RAB (S, nominal) -
Depreciable TRAB (closing a3
454 asset @ 2013.20)
455 aser ciass
456/ [ Yes e
457 Yes B35
438 | ves 3050
459 Yer 50846
460 | ves 43546
461 Yes 3621
462 Yes 5413
Land and easements | Ne 55294
Total = E ~ ~ 458139 - - - - -
508 RFM closing RAB . {5m, nominai) ¥
509
510
511
512
513
514
515
516
517
518, Land and easements.
561, Tl
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B.5.2 Updating RAB tracking sheet for new regulatory control
period

To update the RAB tracking sheet for an additional regulatory control period of RAB
depreciation tracking, the user must initiate the ‘Insert additional RAB tracking period’ macro
by pressing the button on the RAB input sheet (step 1).

After initiating the macro, the user is prompted to enter the number of years in the additional
period for tracking—typically 5 years (step 2).

Figure 24 and Figure 25 show the steps for adding an extra five year regulatory control
period.

Figure 24 ‘Insert additional RAB tracking period’ macro—step 1

ABC D E F G H J K L M N ] P Q
1
2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation Insert additional RAB tracking period
3
4 Year 2013-14 201415 2015-16 2016-17 201718 201819 201920 202021 2021-22 202223 2023-24. 2024-25
5
6
7
8 DNSP
9 ar for tracking 01516
10 201520 202025
1 5 L
12
13 partially-lagged
14 293% 2.65%) 3.10% 220% 275% 172% 169% 238% 212% 264% 165% 162%
15 097 100 103 105 108 1 B8] 115 118 121 120 126
16
7 9.16% 7.63% 6.69% 7.26% 6.18% 6.15% 718% 629% 6.83% 5.80% 577%
18 092 1.00 1.08 115 123 131 139 143 158 1.69 173 189
19 6.34% 239% a39% 439% a39% 439% 4.08% 408% 4.08% a08% 208%
20 091 100 104 109 112 119 124 129 138 140 145 151

Figure 25 ‘Insert additional RAB tracking period’ macro—step 2

ABC 0 E B G H J K L M N o P Q
1 e e —
2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation Insert additional RAB tracking period
3
4 Year 201318 201415 201516 201617 2017-18 2018-19 201920 202021 2021-22 202223 202324 2024-25
5
6 General information
7
8 Business name DNSP
9 First regulatory year for tracking 201516
10 Regulatory period 201520 202025
1 5 s
12
13 Partially-lagged
14 293% 265% 3.10% 220% 275% | > 1.65% 162%
. nput ? X
15 057 1.00 103 1.06 1.08 124 126
8, Number of years of capesx in the current regulatory period (This should match with the latest
17 9.16% 7.63% 6.69% 7.26% figure in row 11 Years i regulatary period) 5.80% 577%
18 052 100 108 115 123 F 17 189
19 3 6.30% a39% a39% a39% a.08% a.08%
20 Real vanilla WACC index 054 1.00 104 109 114 145 151
21 Core
2 tarting gross capex- Asi nominal) 1
RAB(closingasat  Actualgross  Actualgross  Adwalgross  Actualgross  Actualgross  Acualgoss  Actualgoss  Acualgross  Acualgross  Actual gross

Running the macro may take a few minutes. The progress of the macro is displayed in the
status bar (bottom left corner) as it steps through the process of updating the tracking
module.

When completed, the RAB tracking sheet should include the following calculations (for a
typical five year regulatory control period):””

¢ five additional rows of net capex depreciation
e an additional row for the depreciation of t—1 and t—2 capex adjustments

¢ five additional rows for the depreciation of asset adjustments.

w The number of rows added for capex and for asset adjustments will be equal to the number of years added.
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Figure 26 shows the updated RAB tracking sheet layout after the macro has been
completed for an extra five year regulatory control period of RAB depreciation tracking.

Figure 26 RAB tracking sheet: macro complete

ABCD E F G H 4 K L M N o P Q R S
1
2 DNSP - RAB tracking - Elec DNSP RFM - Depreciation tracking module - version 1
3
4 Year (Sm, real 2014-15) 2014-15 201516 200617 2017-18 201819 201920 202021 2021-22  2022-23 202324 202425 202526 2026-27
5
[ Assetclass 1 lines
7 Value of starting RAB and net capax addition 1,018.68 50.53 1171 766 1391 2278 4512 10.26 634 12.42 2034 - -
] Initial remain nd standard lives [years) 2000 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
] 348 - - - T - 0.60 - - - - - - -
10 = ex [years) 45.00 - - - - 45.00
1 Adjustment for excluded t-2 capex - 4 -
12 Remaining life of adjustmantfor t-2 capex (years) - - - - - - -
13 Asset adjustment - RAB - - - - 2423 29.49
14 Remaining life of asset adjustment - RAB [years) - - - - 10.00 10.00
15
16 Year by year tracking i
17 0 Depreciation of starting RAB 50.93 5093
18 1 Depreciation of ner capex 2015-16 101 101
19 2 eciation of net capex 201617 023 0.23
20 net capex 201718 0.15 0.15
21 n ofnet capex 201819 0.28 0.28
22 5 n of ner capex 2015-20 045 046
23 & Depreciation of ner capex 2020-21 050 050
24 7 Depreciation of ner capex 2021-22 021 021
25 g Depreciation of net capex 2022-23 0.14 014
26 E] Depreciation of net capex 2023-24 0.25 0.25
27 10 Depreciation of ner capex 2024-25 0.41 041
2
29
30 n oft-1 and t-2 adjustment 2014-15 | 0.08 0.08 0.08 0.08 0.08 0.08 0.08
31 0.01 0.01
32
33
34 iation of asset adjustments - RAB 2015-16 - -
35 n of asset adjustments - RAB 2016-17 - -
36 n of asset adjustments- RAB 2017-18 - -
7 Depreciation of asset adjustments - RAB 2018-19 - -
38 Depreciation of asset adjustments - RAB 2019-20 .42 a4z
39 Depreciation of asset agjustments - RAB 2020-21 - -
40 Depreciation of asset adjustments- RAB 202122 -
4 Depreciation of asset adjustments- RAB 2022-23 -
42 Depreciation of asset adjustments - RAB 2023-24 - -
43 Depreciation of asset agjustments - RAB 2024-25 395 395
44 T
45 Sub-transmission lines - depreciation 50.93 5134 5218 5233 52.61 57.57 58.47 58.68 58.81 59.06 63.43 63.43
46

B.6 Increasing the number of years (columns) in tracking

module

By default the tracking module includes 65 years of depreciation calculations. This
accommodates 5 years of capex with a maximum standard asset life of 60 years. For the
correct depreciation schedules to be calculated in the tracking module, it is important that the
value of each asset (or adjustment) is fully depreciated by the end of its standard life in the

tracking module.”®

Figure 27 provides an example where some years of capex have not fully depreciated in the

final year of calculation available in the tracking module. In this case additional years of

calculation are required.

8 The RAB alignment adjustment step adjusts the forecast depreciation profile such that the sum of the depreciation is equal
to the RFM closing RAB. Therefore, if an asset class is not showing its full depreciation in the tracking module (i.e. the
year columns have not been extended sufficiently), this RAB adjustment (and resulting depreciation schedule) will be

inaccurate.
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Figure 27 RAB tracking sheet—asset not fully depreciated in final year of
calculation

4 Year ($m, real 2014-15) 2069-70  2070-71 207172  2072-73  2073-74 207475 207576  2076-77  2077-78 207879  2079-80  2080-81
13 Asset adjusiment - RAB

14 Remaining life of asset adjustment - RAB (years)

15

16 Year-by-year tracking

17 Depreciation of starting RAB - - - - -

18 Depreciation of net capex 2015-16 0.84 0.84 0.84 0.84 0.84 0.84 0.84 -

19 Depreciation of net capex 2016-17 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 -

20 Depreciation of net capex 2017-18 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 0.13 -

21 - Depreciation of net capex 2018-19 0.23 0.23 0.23 0.23 0.23 0.23 0.23 0.23 0.23 0.23 =

22 Depreciation of net capex 2013-20 0.38 0.38 0.38 0.38 0.38 0.38 0.38 0.38 0.38 0.38 0.38

23 Depreciation of net capex 2020-21 0.72 0.72 0.72 0.72 0.72 0.72 0.72 0.72 0.72 0.72 0.72 0.72
24 Depreciation of net capex 2021-22 0.17 0.17 017 0.17 0.17 017 0.17 0.17 017 017 0.17 0.17
25 Depreciation of net capex 2022-23 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11 0.11
26 Depreciation of net capex 2023-24 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20 0.20
27 Depreciation of net capex 2024-25 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33 0.33
28

20

30 Depreciation of t-1 and t-2 adjustment 2014-15 - 0.73 - 0.73 - 0.73 - 0.73 - 0.73 0.06 - - - - -

3 Depreciation of t-1 and t-2 adjustment 2019-20 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01

3z

33

34 Depreciation of asset adjustments - RAB 2015-16

35 Depreciation of asset adjustments - RAB 2016-17

36 Depreciation of asset adjustments - RAB 2017-18

a7 Depreciation of asset adjustments - RAB 2018-19

38 Depreciation of asset adjustments - RAB 2019-20

30 Depreciation of asset adjustments - RAB 2020-21

40 Depreciation of asset adjustments - RAB 2021-22

41 Depreciation of asset adjustments - RAB 2022-23

42 Depreciation of asset adjustments - RAB 2023-24

43 Depreciation of asset adjustments - RAB 2024-25

44

45 Sub-transmission lines - depreciation .59 59 2.59 .59 259 3.38 3.32 248 228 216 1.92 1.54

To increase the number of years for calculating depreciation in the tracking module, the user
must initiate the ‘Add years to calculation’ macro using the button in the RAB input sheet as
shown in Figure 28 (step 1).

Figure 28 ‘Add years to calculation’ macro—step 1

ABC, D E F G H 1 i K L M N 0 P [e]
1
2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation ‘ Insert additional RAB tracking period
3
4 Year 201314 2014-15 2015-16 201617 201718 201819 201920 2020-21 202122 202223 2023-24. 202425
5
6 General information
7
8 DNSP
9 2015-16,
10 201520 202025
1" s s
12
13 Partially-lagged
14 265% 3.10% 2.20% 275% 172% 169% 298% 212% 260% 165% 162%
15 097 100 103 1.06 108 i R E] 115 118 121 124 126
16
17 Nominal WACC (fixed real time varying) 9.16% 7.63% 6.69% 7.26% 6.18% 6.15% 7.18% 6.29% 6.83% 5.30% S5.77%
18 Nominal vanilla WACC index 1 052 1.00 108 115 13 131 139 149 158 169 17 189
19 Real vanilla WACC 6.34% 239% 239 439% 439% 229% 2.08% 4.08% 4.08% 2.08% 4.08%
20 Real vanilla WACC index 0.34 100 108 109 11 119 12 129 138 140 145 151

After initiating the macro, the user is prompted to enter the number of additional years of
calculation required to be added (step 2). As shown in Figure 29, 10 additional years are
being added. The macro increases the number of years (columns) in all input and tracking
labelled sheets within the tracking module by the number input by the user.”® There is an
identical button on the TAB input sheet that performs the same function (section C.5).
Regardless of whether the user runs the macro from the RAB input sheet or the TAB input
sheet, the outcome will be the same.8°

7 The ‘Add years to calculation’ macro effectively copies the formulas in the far right column of each sheet within the tracking
module across to the right by a number of columns equal to the number entered by the user when prompted by the macro
dialogue box (Figure 29). The macro does this quickly but the same outcome can be achieved by copying the formulas
across manually.

Note that this is different to the ‘Insert additional RAB tracking period’ and ‘Insert additional TAB tracking period’ macros
which only modify the sheets for which they are pressed.

80
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Figure 29 ‘Add years to calculation’ macro: step 2

ABC 3] E F G H I J K E M N ] Lz Q
1
2 DNSP - RAB input - DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation Insert additional RAB tracking period
3
4] Year | 2013-14. 2014-15 2015-16 201617 2017-18 2018-19 2019-20 202021 202122 202223 202324 2024-25
5
6 General information
7
8 Business name DNSP
9 First regulatory year for tracking 2015-16
10 Regulatory period 201520 202025
11 Years in regulatory period 5 5
12
13 Lagged inflation approach Partially-lagged Columns to be added ? X L
14 Actual CPHinflation rate 293% 265% 3.10% 220% 2759 2% 264% 165% 162%
15 Actual CPI {one year lagged) 097 100 103 106 1.08] | Please enter how many additional years to be added: 8 121 12 126
16 0
17 Nominal vanilla WACC (fixed real time varying) [ 9.16%| 7.63% 6.69% 7269 op% 6.83% 5.50% 577%
18 Naminal vanilla WACC index 1 0n 100 108 115 1.23 e 169 1m 189
19 Real vanilla wacc [ 6.30% a.39% a.39% 4399 ade% a.08% a.08% a08%
20 Real vanilla WACC index 034 100 104 109 Ly T T T T 140 145 151

Figure 30 shows the RAB tracking sheet after the macro has been completed. The final
year column displayed is now 2090-91 (previously 2080—-81) and the value of the asset
class is now shown to be fully depreciated before this new final year of calculation.

Figure 30 RAB tracking sheet: macro complete

4 Year ($m, real 2014-15) | 07677 207778 207879 207980 208081 208182 208283 20838 208485 208586 2086-87 208788 208889 208990 209091
1. Year-by-year tracking.

17 Depreciation of starting RAB

18 1 Depreciation of net capex 2015-16 = - - H - ,
19 Depreciation of net capex 2016-17 0.20 =
20 Depreciation of net capex 2017-18 013 013 - - - : : S : 3 : ] =
2 2 Depreciation of net capex 2018-13 0.1 0.3 0.23 - - - - - 5 = 3 5 -
22 5 Depreciation of net capex 2019-20 0.33 038 0.33 L . .

23 Depreciation of net capex 2020-21 072 072 0.72 072 0.72 - - - - -
24 Depreciation of net capex 2021-22 0.17 0.17 0.17 0.17 0.17 0.17 - - - - .
25 E Depreciation of net copex 202223 011 011 o1 011 o1 o1 o1 - < = 2
2% Depreciation of net capex 2023-24 0.20 0.20 0.20 0.20 0.20 0.20 0.20 020 - - -
27 1 Depreciation of net capex 2024-25 0.33 033 0.33 033 0.33 033 0.33 033 0.33

28

29

30 Depreciation of t-1 and t-2 adjustment 2014-15 - - g 5 2 3 2 = 2 = 3 2
31 Depreciation of t-1 and t-2 adjustment 2015-20 0.01 0.01 0.01 0.01 - - - = - - - - o -
a2

3

34 Depreciation of asset adjustments - RAB 2015-16 - - - - - - - - - - - - - -
35 Degpreciation of asset adjustments - RAB 2016-17 - - - g % 3 = 2 2 2 =
3% Depreciation of asset adjustments - RAB 2017-18. - = B - = - . - . - " . . "
a7 Depreciation of asset adjustments - RAB 2018-13 . . - - i .

28 Depreciation of asset adjustments - RAB 2019-20 - - - - - - - - - - . - -
39 Depreciation of asset adjustments - RAB 2020-21 - - - - - - - - - - - - - -
40 Degpreciation of asset adjustments - RAB 2021-22 - > - 3 3 5 : 2 2
n Depreciation of asset adjustments - RAB 202223 » o » - - - - - - 5 - " .
42 Depreciation of asset adjustments - RAB 2023-24

43 Depreciation of asset adjustments - RAB 2024-25 - - - - - - - - - - . - . -
44

45 Sub-transmission lines - depreciation 248 228 216 1.92 1.54 0.81 0.64 0.53 0.33
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C TAB depreciation tracking

C.1 TAB input sheet

The TAB input sheet provides for key input variables for TAB tracking to be entered in the
tracking module. They are automatically linked to corresponding cells in other relevant
sheets. Values should be entered into each cell with light blue shading. This sheet
comprises the following sections:

general information

starting TAB and actual gross capex
actual immediately expensed capex
Actual asset disposals

TAB lives

RAB standard lives

asset adjustments — TAB

asset adjustment remaining life — TAB
asset adjustment remaining life — RAB

tax depreciation method — straight-line (SL)/diminishing value (DV).

As discussed in section B.1, the tracking module retains inputs and calculations across
multiple regulatory control periods. For the first regulatory control period when tracking
commences, the user enters the required inputs for that period. For each subsequent reset
the user updates the tracking module by adding the inputs relevant to the new regulatory
control period for that reset. Notes have been included for various cells with specific
comments and explanations about the relevance of the inputs.

This sheet also contains two buttons that initiate macros that are used to expand the
calculations of the tracking module—inserting additional regulatory control periods for
continuing the tracking calculations, and extending the number of years for calculating
depreciation. Details of these macros are discussed in sections C.4 and C.5.

Figure 31 provides an example of the TAB input sheet.
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Figure 31 TAB input sheet

ABC D E F G H J K L M N o P Q
DNSP - TAB input - DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years fo calculation Insert additional TAB tracking perde
Year 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2015-20 2020-21 2021-22 2022-23 2023-24 2024-25
General information

Business name DNsP
ulatory year for tracking 201516
ry period 201520
5

value multiplier

Starting TAB and actual gross capex - As incurred ($m, nominal)

TAB[openingas  Actualgross  Actualgross  Actualgross  Actualgross  Actual gross
16 at201516)  capex(2015-16) cape ) capex(2017-18) ( capex (2019-20)
17 Asset cla:
18 Sub-transmission lines 1,002.72 50.00 12.00 8.00 15.00 25.00
68 Total 4,875.72 122.00 74.00 110.00 75.00 87.00
69 |
70 pensed cape o v
Actual Actual Actual Actual Actual
immediately  immediately  immediately immediately  immediately
expensed capex  expensed capex  expensed capex  expensed capex  expensed capex
7 Asset class (201516) (201617) (2017-18) (2018-19) (2019-20)
72 Sub-transmission lines 5.00 5.00 5.00 5.00 5.00
122 Total 1.60 1100 11.00 11.00 11.00
123
124 Actual asset disposals - As incurred ($m, nominal)
Actualasset  Actualasset  Actualasset  Actualasset  Actual asset
disposals. disposals disposals disposals disposals
125 Asset class (2015-16) 2016-17) (2017-18) (2018-19) (2019-20)
126 Sub-transmission lines - - - -
176 Total 6.00 7.00 6.00 7.00 600
177
178 TAB lives (years)
TAB remaining ife
fasat Tax standard lfe
179 Asset class. 2014-15) (2015-20)
180 Sub-transmission lines 20.00 50.00
230
231 RAB standard fives [years)
RAB standard ffe
232 (2015-20)
233 50.00
283
284 Asset adjustments (as incurred) - TAB ($m, nominal) ol
Final year TAB
adjustments
285 Asset class (2018-20)
286 Sub-transmission fines 45.00
336 Total
337
338 Asset adjustments remaining life -TAB (years) 2
Asset
adjustments
remaining fife -
339 TAB (2019-20)
340 10.50
390
391 Asset adjustments remaining ife - RAB (years)
Asset
adjustments.
remaining life
392 Asset class. RAB (2019-20)
393 Sub-transrmission lines - - - - 10.00
443
444 Tax depreciation method (SL/DV)
Starting TAB
depnmethod  Tax depn method
445 Asset class (2015-16) (2015-20)
446 Sub-transmission lines SL st

TAB inputs linked to RAB input sheet

By default, some of the inputs sections in the TAB input sheet reference the corresponding
sections in the RAB input sheet. These inputs comprise of:

e regulatory periods and years
e gross capex and disposals

e RAB standard lives and RAB adjustment remaining lives

Where the tracking module is used for both RAB and TAB depreciation, the default formulae
in the TAB input sheet will reference the correct values in the RAB input sheet and can be
retained. Where only TAB depreciation tracking is required the default formulae in the input

cells of the TAB input sheet should be overwritten with the correct values.

C.1.1  General Information

The TAB input sheet captures some general information required to set up the tracking
module, and calculate values consistently. The recorded input values are linked to
subsequent sheets which calculate depreciation in nominal dollar terms. Notes have been
included for various cells with specific comments and explanations about the
relevance/source of the inputs.
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Business and tracking period inputs

The business name and applicable depreciation tracking for a regulatory control period
(including start and length) are recorded in rows 8 to 11.8" This allows the tracking module to
begin tracking at the correct point in time—first regulatory year for tracking—and applies
adjustments in the correct year—based on the length of a regulatory control period.

The tracking module template is configured to initially accommodate TAB depreciation
tracking for a single period of 5 years.82 This can be expanded using the macro buttons
(discussed below). For subsequent periods of TAB depreciation tracking, the user initiates
the macro to expand the calculations (section C.4), and enters the regulatory control period
inputs—years and length—in the relevant column.83

Diminishing value multiplier

The DV multiplier is recorded in row 13 for each year in which the DV method applies. The
multiplier is linked to the TAB tracking sheet to calculate the rate to depreciate capex
incurred in that regulatory year that is subject to the DV method of tax depreciation.8

C.1.2 Starting TAB and actual gross capex

The starting TAB comprises of the values as at the first year of TAB tracking. It is the tax
value of historical assets at the start of TAB depreciation tracking that will be depreciated as
one group. The actual gross capex is adjusted for asset disposals and immediately
expensed capex to calculate the net capex to be depreciated. The TAB input sheet requires
values for the starting TAB (disaggregated by asset classes in rows 18 to 67) at the start of
depreciation tracking. The values for the actual gross capex—also disaggregated by asset
classes—are required for each year of TAB depreciation tracking.

The recorded input values are linked to the TAB tracking sheet which calculates net capex
and tracks the depreciation of the starting TAB and net capex.

Asset class name

The asset classes/names are recorded in column E. It is important that the asset classes
recorded in the tracking module match the asset classes identified in the accompanying
RFM. This allows the tracking module to link with the RFM and output depreciation profiles in
a consistent format for input to the RFM and PTRM, where relevant.

Consistent with the RFM and PTRM, the tracking module is configured to accommodate up
to 50 asset classes. The number of asset classes used in the tracking module will vary

81 By default these inputs reference the RAB input sheet. They can be overwritten where only TAB tracking applies or where

otherwise appropriate.

Where the first regulatory control period of TAB depreciation tracking is longer than 5 years, the in-built macros (section
C.4) can also be used to add the required number of additional years to the first period.

For example, where a regulatory control period is for 2020-25, details of this period should be entered in the column for
2020-21.

The DV multiplier is determined by the Australian Tax Office (ATO). In addition to the depreciation of net capex, the DV
multiplier input is also required where DV depreciation is applied to the starting TAB.

82
83

84
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between businesses. However, for each business, the number of asset classes used in the
tracking module must be consistent with that used in the RFM and PTRM to allow the
depreciation schedules determined in the tracking module to be used as inputs to the RFM
and PTRM where relevant. Asset classes 47 to 50 are those for which the SL method of tax
depreciation will apply in the resets subsequent to the 2018 tax review.8®

Starting TAB

The starting TAB values for each asset class are recorded in column G. The starting TAB is
the opening TAB at the start of the current regulatory control period where TAB depreciation
tracking commences adjusted for actual capex in the final year (t—1) of the previous
regulatory control period.88 These asset values can be sourced from the TAB roll forward
sheet of the accompanying RFM. These values are linked to the calculation of tax
depreciation in the TAB tracking sheet.

Actual gross capex — as incurred

The actual gross capex values for each year of TAB depreciation tracking are recorded in
column H and beyond (by asset class in rows 18 to 67).8” These values are linked to the
depreciation calculations in the TAB tracking sheet. Further details for these inputs are set
out in section B.1.2.

C.1.3 Actual immediately expensed capex — as incurred

The actual immediately expensed capex values (recorded in rows 72 to 121) are assumed to
be in middle of the year terms based on nominal dollar terms. They are recorded for the
regulatory year in which the immediate expensing has taken place (or is expected to take
place for the final year of the regulatory control period).88 These values are linked to the
calculation of tax depreciation in the TAB tracking sheet.

C.1.4 Actual asset disposals— as incurred

Actual asset disposals are recorded in rows 126 to 175.8% These values are linked to the
depreciation calculations in the TAB tracking sheet. Further details for these inputs are set
out in section B.1.3.

85
86

These are for assets related to ‘In-house software’, ‘Buildings’ and ‘Equity raising costs’.

If an ex-post review determines that some year t—2 capex is to be excluded, the starting TAB would also adjust for the
change in year t-2 capex.

By default these inputs reference the RAB input sheet. They can be overwritten where only TAB tracking applies or where
otherwise appropriate.

At the time the final decision is made these inputs for the final year of the regulatory control period will typically remain as
estimates. These final year estimates will be updated with actuals at the next reset.

By default these inputs reference the RAB input sheet. They can be overwritten where only TAB tracking applies or where
otherwise appropriate.

87
88

89
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C.1.5 Taxlives

The TAB remaining lives and tax standard lives are recorded in rows 180 to 229. These
inputs can be sourced from the RFM input sheet of the accompanying RFM. They are linked
to the depreciation calculations in the TAB tracking sheet.

TAB remaining lives

The TAB remaining lives of each asset class are recorded in column G and reflect the
average tax remaining lives of the assets in existence at the start of TAB depreciation
tracking. These values should be consistent with those contained in the accompanying RFM.
These inputs are referenced in the TAB tracking sheet to calculate the depreciation of the
starting TAB values.

Tax standard lives

The tax standard lives for the first regulatory control period of commencing TAB depreciation
tracking are recorded in column H. Tax standard lives for subsequent regulatory control
periods of TAB depreciation tracking are recorded in the relevant column for those periods
(section C.4.1). These inputs are referenced in the TAB tracking sheet to calculate the
depreciation of each year of net capex.

C.1.6 RAB standard lives

The RAB standard lives measure how long the infrastructure would physically last if it had
just been built. Where the DV depreciation method is used to calculate tax depreciation of
capexy, it results in a residual value that does not reduce to zero. The RAB standard lives are
referenced in the TAB tracking sheet to determine the year in which the residual asset
value for each year of capex is written-off.°

The RAB standard lives for the first regulatory control period of when TAB depreciation
tracking commenced are recorded in column H. For subsequent regulatory control periods of
TAB depreciation tracking they are recorded in the relevant column for those periods
(section C.4.1).91

C.1.7 Asset adjustments

The input section for asset adjustments is primarily for recording final year asset adjustments
at the end of the current regulatory control period. This data may be required where the
DNSP has adjusted its closing TAB by removing or adding assets (such as for a change in
service classification) in the final year of the regulatory control period.

The final year adjustments are recorded in rows 286 to 334, and these inputs are can be
sourced from the RFM input sheet of the accompanying RFM.

%0 AER, Final decision amendment - electricity transmission and distribution network service providers post-tax revenue

models (version 4). April 2019 pp. 13-16.
By default these inputs reference the RAB input sheet. They can be overwritten where RAB and TAB are not tracked from
the same starting year or where otherwise appropriate.

91
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The user can also record RAB asset adjustments in one or more years within a regulatory
control period for depreciation tracking.%?

The TAB adjustments are referenced and used for calculating depreciation in the TAB
tracking sheet.

C.1.8 Asset adjustments — TAB remaining lives

The asset adjustment TAB remaining lives are recorded in rows 340 to 389 in the same
columns as the associated asset adjustments (section C.1.7).

These inputs can be sourced from the RFM input sheet of the accompanying RFM. The
asset adjustment TAB remaining lives are referenced in the TAB tracking sheet.

C.1.9 Asset adjustments — RAB remaining lives

Where the DV depreciation method is used to calculate tax depreciation of an asset
adjustment, it results in a residual value that does not reduce to zero. To determine the year
in which the residual value of the asset adjustment is written-off, the associated RAB
remaining lives are recorded in rows 393 to 442. The RAB remaining lives are required to be
recorded in the same year as the TAB asset adjustment and associated TAB remaining
lives. The RAB remaining lives are referenced in the TAB tracking sheet.

C.1.10 Tax depreciation method (SL/DV)

The depreciation method used to calculate tax depreciation—SL or DV—is recorded in rows
446 to 495 for each asset class. The method that applies to the starting TAB is recorded in
column G.% The method that applies to net capex in the first regulatory control period of
TAB depreciation tracking is recorded in column H. For subsequent regulatory control
periods of TAB depreciation tracking they are recorded in the relevant column for that period
(section C.4.1). These inputs are referenced and used for calculating depreciation in the
TAB tracking sheet.

Consistent with the RFM, asset classes 47 to 50 are listed as those to which the SL method
of tax depreciation will apply in regulatory control periods that commence after the 2018 tax
review. These are for assets related to ‘In-house software’, ‘Buildings’ and ‘Equity raising
costs’. Asset classes 47 to 50 do not require the tax depreciation method inputs to be
recorded as they will be SL.

C.2 TAB tracking sheet

The TAB tracking sheet calculates the TAB depreciation schedules for each asset class (in
nominal terms). For each asset class the depreciation schedule is disaggregated into
separate TAB tracking components for:

92 We consider that these within-period adjustments would be allowed in the case of reopeners such as a contingent project
determination where TAB adjustments occur within the period.

93 For the starting TAB, in most cases the switch will be set to ‘SL’.
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o the starting TAB
e each year of tracked capex
e other TAB adjustments.

Figure 32 provides an example of the TAB tracking sheet.
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Figure 32 TAB tracking sheet

| ABCD E F G H 1 ] K L 1] N o
1 —
2 | DNSP - TAB tracking - Elec DNSP RFM - Depreciation tracking module - version 1
3
4 Year [$m, nominal} 201415 201516 201617 201718 201815 201820 202021 202122 202223
5
6 Assetclass 1 Sub ission lines
7| Value of starting TAB and net capex addition 1,002.72 45.00 7.00 3.00 10.00 20.00 - - -
3 | Initial remaining life and tax standard lives [years) 20.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
9 | RAB standard life [years) 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
10 | Immediate expensing of capex 5.00 5.00 5.00 5.00 5.00 - - -
11| Assetadjustment - TAB - - - - 45.00 - - -
12| Remaining life of asset adjustment - TAB [years) - - - - 10.50 - - -
13 | Remaining life of asset adjustment - RAB [years) - - - - 10.00 - - -
14 | Diminishingvalue multiplisr [ 0% 123 0% 0% [+ 0% o3 03
15 | Tax depreciation method sL sL sL sL sL sL SL sL sL
16 |
17 | Year-by-year tracking
18 0 Depreciation of starting TAE 50.14 5014 50.14
19 | 1 Deprecigtion of net capex 2015-16 0.50 0.50 0.50
20 | 2 Depreciation of net capex 2016-17 014 014 014
2 | 3 Deprecigtion of net capex 2017-18 006 006 0.06
22 | 4 Depreciation of net capex 2018-19 0.20 0.20 0.20
23 | 5 Depreciation of net capex 2019-20 0.40 0.40 0.40
24 |
25 |
26 | Deprecigrion of asset adjustments - TAB 2015-16 - - -
27 | Deprecigtion of asset adjustments - TAB 2016-17 - - -
28 | Depreciation of asset adjustments - TAB 2017-13 - - -
29 | Deprecigtion of asset adjustments - TAB 2018-19 - - -
30 | Deprecigrion of asset agjustments - TAB 20158-20 4.23 429 428
31
32 | Sub-transmission lines- tax depreciation 55.14 56.04 56,18 56.24 56.44 56,12 56,12 56,12
33
34 Asset class 2 Distribution lines
35 | Value of starting TAB and net capex sddition 802.86 17.00 7.00 47.00 5.00 7.00 - - -
36 | Initial remaining life and tax standard lives [years) 30.00 40.00 40.00 40.00 40.00 40.00 40.00 40,00 40.00
37 | RAB standard life [years) 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
38 | Immediate expensing of capex 3.00 3.00 3.00 3.00 3.00 - - -
39 | Asset adjustment - TAB - - - - 25.00 - - -
40 | Remaining life of asset adjustment - TAB [years) - - - - 4.50 - - -
41 | Remaining life of asset adjustment - RAB [years) - - - - 4.00 - - -
42 | Diminishingvalue multiplisr 0% 0% [ 0% 0% 0% 0% o% 03
43 | Tax depreciation method sL sL sL sL sL sL SL sL sL
44 |
45 | Year-by-year tracking
60 | Distribution lines - tax depreciation 23.76 3019 30.36 31.54 31.66 34.39 34.39 3439
61
62 Asset class 3
63 | Value of starting TAB and net capex addition 700,43 8.00 8.00 8.00 8.00 8.00 - - -
64 | Initial remaining life and tax standard lives [years) 30.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00
65 | RAB standard life [years) 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00
66 | Immediate expensing of capex 2.00 2.00 2.00 2.00 2.00 - - -
67 | Assetadjustment - TAB - - - - 25.00 - - -
63 | Remaining life of asset adjustment - TAB [years) - - - - £.00 - - -
69 | Remaining life of asset adjustment - RAB [years) - - - - 5.00 - - -
70 Diminishingvalue multiplier [ 0% 13 0% 0% o5 0% 0% 0%
71 Tax depreciation method sL sL sL sL sL sL sL sL sL
72
73] Year-by-year tracking
88 | Substations - tax depreciation 25.35 25.55 25.75 25.95 26.15 2018 20.18 20.18
&8
a0 Asset class 4 Distril
91 | Value of starting TAB and net capex addition £04.21 8.00 8.00 8.00 8.00 8.00 - - -
92 | Initial remaining life and tax standard lives [years) 30.00 40.00 40,00 40.00 40.00 40.00 40.00 40.00 40.00
93 | RAB standard life [years) 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00
a4 | Immediate expensing of capex 1.00 1.00 100 100 1.00 - - -
95 | Asset adjustment - TAB - - - - 45.00 - - -
96 | Remaining life of asset adjustment - TAB [years) - - - - 7.50 - - -
97 | Remaining life of asset adjustment - RAB [years) - - - - 7.00 - - -
98 | Diminishing value multiplisr 0% 0% o% 0% o -3 0% o% o
99 | Tax depreciation method sL sL sL sL sL sL sL sL sL
100
101 Year-by-year tracking
116 Distribution transformers- tax depreciation 2114 2134 21.54 21,74 21.34 15.14 15.14 15.14
117
118 Asset class5 LVS and meters
119 Value of starting TAB and net capex addition 503.21 8.00 8.00 8.00 8.00 8.00 - - -
120 Initial remaining life and tax standard lives [years) 30.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00
121| RAB standard life [years) 30.00 30.00 30.00 30.00 30.00 30.00 30.00 30.00
122 Immediate expensing of capex - - - - - - - -
123| Assetadjustment - TAR - - - - - - - -
124| Remaining life of asset adjustment - TAB [years) - - - - - - - -
125| Remaining life of asset adjustment - RAB [years) - - - - - - - -
126 Diminishingvalue multiplisr [ 0% 123 0% 0% [+ 0% o3 03
127 Tax depreciation method sL sL sL sL sL sL SL sL sL
128|
129/ Year-by-year tracking
144 LVS and meters - tax depreciation 16.77 16.97 17.17 17.37 17.57 17.77 17.77 17.77
145
148 Asset class 6 C icati
147 Value of starting TAB and net capex addition 402 21 7.00 7.00 7.00 7.00 7.00 - - -
148 Initial remaining life and tax standard lives [years) 30.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00
143 RAB standard life [years) 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00
150/ Immediate expensing of capex - - - - - - - -
151| Asset adjustment -TAR - - - - - - - -
152| Remaining life of asset adjustment - TAB [years) - - - - - - - -
153| Remaining life of asset adjustment - RAB [years) - - - - - - - -
154| Ciminishingvalue multiplier 0% 0% 0% 0% o% 0% 0% o% 0%
155| Taxdepreciation method sL SL sL sL sL sL sL sL sL
158/
157 Year-by-year tracking
172| Communications - tax depreciation 13.41 13.76 13.93 14.11 14.28 14.28 14.28
173

The TAB tracking sheet comprises 50 sections—one for each asset class. The data for

Asset class 1 is shown in Figure 33 and comprises:

e data derived from the TAB input sheet in rows 7 to 15 (cells within the bordered section)
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e calculations for year-by-year depreciation of TAB tracking components in rows 18 to
32.%4

Figure 33 TAB tracking sheet—Asset class 1

ABCD E F G H 1 J K L W N [o} P Q R
1
2 DNSP - TAB tracking - Elec DNSP RFM - Depreciation tracking module - version 1
3
4 Year (Sm, nominal} 2014-15 2015-16 2016-17 201718 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26
5
6 Assetclass 1 Sub- lines
7 Value of starting TAB and net capex sddition 1,002.72 45.00 7.00 3.00 10.00 20.00 - E - E - E
8 Initial remaining life and tax standard lives [years) 20.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
9 RAB standard life [years) 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
10 Immediate expensing of capax 5.00 5.00 5.00 5.00 5.00 - - - - - -
" Asset adjustment - TAB - - - - 45.00
12 Remazining life of sszet adjustment - TAE [years) - - - - 1050
13 Remaining life of s3zet adjustment - RAB [years) - - - - 10.00 - - - - - -
14 Diminishing value multiplier g 0% 0% 0% 0% 0% 0% 0% 0% 0% [+ 0%
15 Tax depreciation method SL SL SL SL SL SL SL SL SL SL 5L SL
16
17 Year-by-year tracking
18 0 Deprecigtion of starting TAB 5014 5014 5014 5014 5014 5014
19 1 Depreciation of net capex 2015-16 0.50 0.50 0.50 0.50 0.50 0.50
20 2 Depreciation of net capex 2016-17 014 D14 014 014 0.14 0.14
21 3 Depreciation of net capex 2017-18 0.06 0.06 0.06 0.06 0.06 0.06
22 4 Depreciation of net capex 2015-15 0.20 0.20 0.20 0.20 0.20 0.20
23 5 Depreciation of net capex 2015-20 0.40 0.40 0.40 0.40 0.40 0.40
24
25
26 Depreciation of asset adjustments- TAB 2015-16
7 Depreciation of asset adjustments - TAB 2016-17
28 Depreciation of asset adjustments- TAB 2017-18
29 Depreciation of asset adjustments- TAB 2015-19
30 Deprecigtion of asset adjustments - TAE 2019-20 429 429 423 429 429 429
31
3z Sub-transmission lines - tax depreciation 55.14 56.04 56.18 56.24 56.44 56.12 56.12 56.12 56.12 56.12 56.12

C.2.1 Data derived from TAB input sheet

For each asset class, the bordered section contains data derived from the inputs entered in
the TAB input sheet. This section references the starting TAB, and calculates the net capex
and asset adjustments in nominal dollar terms. It also references and calculates the relevant
standard and remaining lives from the TAB input sheet.

For Asset class 1, the starting TAB value and associated remaining life are displayed in cells
G7 and G8 respectively. Net capex and associated tax standard lives are displayed in rows
7 and 8 in columns H and beyond. RAB standard lives are displayed in row 9.% Immediate
expensing of capex is shown in row 10. Asset adjustments and the relevant TAB remaining
lives are displayed in rows 11 and 12, and their RAB remaining lives are in row 13.% The DV
multiplier is shown in row 14 and the SL/DV switch is shown in row 15. For each asset class
presented, the relative order and location of these values are the same.

Unlike RAB depreciation, there is no need to separately track adjustments for year t—1 and
year t—2 capex true-ups.%’

%4 By default, the TAB tracking sheet accommodates a single regulatory control period of depreciation tracking. This can be
expanded to include additional periods as required (section C.4.2).

95 In the case where the TAB depreciation approach of DV is applied to each year of net capex, the RAB standard life is used
to calculate when the residual TAB value is written down to zero.

9% In the case where the TAB depreciation approach of DV is applied to the TAB asset adjustments, the RAB remaining life is

o7 used to calculate when the residual TAB value is written down to zero.

This is because unlike the RAB roll forward, the actual (and efficient) capex for these years enters the TAB as they are
incurred.
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Starting TAB and remaining life

The starting TAB asset value is in end of year nominal terms, consistent with the nominal
values entered in the TAB input sheet. The remaining life displayed is the life which applies
to the starting TAB.

Net capex, tax standard lives and RAB standard lives

The net capex values are calculated based on the recorded actual nominal capex less asset
disposals and immediately expensed capex. The net capex values are displayed in nominal
dollar terms. The tax standard lives and the RAB standard lives are listed for each year of
capex, and are the same for each year within a regulatory control period.

Immediate expensing of capex

Where a DNSP has immediately expensed some of its capex, these values are displayed in
nominal dollar terms.

Asset adjustment, TAB remaining life and, RAB remaining life

Where a DNSP has other asset adjustments (for example, end of period movements due to
a change in service classification) these values are displayed in nominal dollar terms.®8

DV multiplier and SL/DV switch
The DV multiplier and SL/DV switch are listed for each year.

C.2.2 TAB depreciation schedules

For each asset class, the depreciation schedules—disaggregated by TAB components—are
calculated in nominal dollar terms. These values are displayed in the cells below the data
derived from the TAB input sheet.

For Asset class 1, the values are displayed in rows 18 to 32 (Figure 33). The depreciation
schedules relate to:

o the starting TAB (row 18)
e actual net capex® (rows 19 to 23)
o asset adjustments (rows 26 to 30)

e total asset class depreciation (row 32).100

For each asset class presented, the relative order and location of these values are the same.
The depreciation is calculated on either a straight-line or diminishing value basis depending
on which method is selected. Depreciation begins in the year after the asset enters the TAB.

98 In the case where the TAB depreciation approach of DV is applied to the final year TAB adjustment, the RAB remaining life
is used to calculate when the residual TAB value is written down to zero.
9 The net capex amounts are after adjustments for immediately expensed capex.

100 The total asset class depreciation includes any amounts for immediate expensing.

Roll forward model handbook | Electricity distribution network service providers 77



Details on adding the depreciation rows required for an extra period of TAB tracking are in
section C.4.

The calculated total depreciation amounts in the TAB tracking sheet are referenced in the
Tracking output sheet.

For a DNSP using TAB depreciation tracking for the first time and for which the 2018 tax
review changes apply to the RFM, the starting TAB will remain being subject to SL
depreciation and net capex %! will be subject to DV depreciation. %2

Straight-line method

The formula used to calculate SL tax depreciation for the depreciation of a year of net capex
is presented as: 03

D, = (Nominal net capex;104 ) + tax standard asset life105

where:

D is the tax depreciation in year t

DO = O
t=123,..
i=year0

Diminishing value method

Where the DV method applies, the depreciation of the starting TAB will typically still be
calculated using the SL depreciation method. The formula used to calculate DV tax
depreciation for the depreciation of a year of net capex is presented as: 1%

101 Net capex allocated to asset classes 47-50 will remain subject to SL depreciation after the tax review findings are
implemented, reflecting assets which are exempt from the DV method of tax depreciation.

The 2018 tax review changes would apply to the RFM from the second reset following the tax review. For further details on
the tax review’s effect on depreciation in the RFM (and tracking module) and the PTRM, see AER, Explanatory statement
— Electricity transmission and distribution network service providers - proposed amendments to the roll forward models
(distribution - version 3) (transmission - version 4), Appendix A Implementation of tax review depreciation findings—flow
chart, December 2019, p. 25.

103 For the depreciation of TAB asset adjustments, the formula is varied such that the value of the adjustment is used instead
of the nominal net capex and the remaining tax life of the asset adjustment is used instead of the tax standard asset life.
Net capex is equal to gross capex (section C.1.2) net of disposals (section C.1.4) and immediately expensed capex
(section C.1.30).

See section C.1.5.

102

104

106 For the depreciation of TAB asset adjustments, the formula is varied such that the value of the adjustment is used instead
of the nominal net capex and the remaining tax life of the asset adjustment is used instead of the tax standard asset life.
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t-1
D; = (Nominal net capex; 107 — Z D, ) x DV multiplierl08 + tax standard asset life109

n=0
where:

D; is the tax depreciation in year t

DO = O
t=123,..
i=year0

Capex recognised for tax purposes is net of disposals and immediately expensed capex, but
includes the value of capital contributions. Immediately expensed capex for each regulatory
year (section C.1.3) is added to the total tax depreciation of each asset class for that year.°

The individual tax depreciation profiles for each asset class can be viewed by expanding the
relevant grouped rows.'"" Tax depreciation is calculated separately because asset values
and asset lives for tax purposes generally differ from those for regulatory purposes.

For each asset class the yearly total tax depreciation is calculated by summing the
depreciation of the starting TAB, net capex and asset adjustments. The total tax depreciation
is summarised in the TAB tracking depreciation tables in the Tracking output sheet.

C.3 Tracking output sheet — TAB

The Tracking output sheet outlines the TAB (and RAB) depreciation outputs from the
tracking module in the format required to be used as inputs to the PTRM and RFM, where
relevant.

For TAB depreciation tracking, the Tracking output sheet displays the forecast tax
depreciation values for the next regulatory control period for each asset class in rows 60 to
109 and the actual tax depreciation values for the current regulatory control period for each
asset class in rows 116 to 165. The values for the forecast and actual tax depreciation are
displayed in nominal dollar terms and reference the values in the TAB tracking sheet.

Figure 34 provides an example of the Tracking output sheet. Details of the RAB tracking
outputs are discussed in section B.4.

107 Net capex is equal to gross capex (section C.1.2) net of disposals (section C.1.4) and immediately expensed capex
(section C.1.3).
See section C.1.1.
109 See section C.1.5.
110 For example, using asset class 1, the immediately expensed capex for the first regulatory year of tracking tax depreciation
is added to cell H32 in the TAB tracking sheet.
The grouped rows for all of the asset classes can be expanded at the same time by pressing the 2’ in the top margin to
the left of the sheet.

111
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11
112
113
114
15
116
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118
119
120
121
122
123
163
164
165

C

gure 34 Tracking output sheet

M C D E F G H I J K L M N (0] P Q
DNSP - Tracking output - DNSP RFM - Depreciation tracking module - version 1
Year |2|un-11 202122 302223 2023-24  2024-25  2025-26  2026-27  2027-28  2028-29  2029-30
PTRM forecast depreciation output
Forecast RAB depreciation - Aligned ($m, 2019-20) 189.54 19634 19660 15297 18372 18503 18430  189.59  139.68  138.96
Asscy Glass 1 Qubriransaviasion lines 65.15 65.15 65.15 65.15 65.15 65.15 65.15 65.15 65.15 65.15
s Glass i chatibotion fines 36.74 36.74 36.74 36.74 29.88 29.88 29.88 29.88 29.88 29.88
AssalClass 5 subslations 19.66 19.66 19.66 19.66 19.66 25.05 25.05 25.05 25.05 25.05
dssey Class 4 chsnibution fransfomers 15.08 15.08 15.08 15.08 15.08 15.08 15.08 21.47 21.47 21.47
dsser Caee 5 L VS ancimaiers 18.01 18.01 18.01 18.01 18.01 18.01 18.01 18.01 18.01 18.01
dsser Caee 6 commeseatons 19.20 19.20 19.20 13.20 13.20 18.57 17.78 17.02 16.27 15.55
Asoer Clase 7 vyl 8.88 8.88 11.50 11.34 1119 11.04 10.50 10.76 10.76 10.76
sy Glass b o sl aasements - - - - - - - - - -
Assoy Glass 4 Raildhngs 2.52 2.52 2.52 2.52 2.52 2.52 2.52 2.52 2.52 2.52
s Glass 4 Idass sofwars 4,57 11.38 3.02 5.55 3.30 - - - - -
Asser Class 5ty rarsing vosts - 027 - 027- 027- 027- 027- 027- 027- 027 0.57 0.57
Forecast TAB depreciation ($m, nominal) 169.79 16919 17113 17213 16841  166.63  167.80  170.80  173.80 _ 173.80
et Olase ] SLbviransnvision fines 56.12 56.12 56.12 56.12 56.12 56.12 56.12 56.12 56.12 56.12
34.39 34.39 34.39 34.39 31.61 28.84 28.84 28.84 28.84 28.84
2018 2018 2018 2018 2018 20.18 24,35 24,35 24,35 24,35
1514 1514 1514 1514 1514 1514 1514 18.14 21.14 2114
17.77 17.77 17.77 17.77 17.77 17.77 17.77 17.77 17.77 17.77
14.28 14.28 14.28 14.28 14.28 14.28 14.28 14.28 14.28 14.28
10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00 10.00
125 125 125 125 125 1.25 1.25 1.25 125 125
s 0.60 . 2.00 3.00 2.00 3.00 - - - -
oo Equiyraising costs 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05 0.05
Year 201415 [2015-16 201617 201718 201819 2019-20 202021 2021-22 202223 201324 202425
RFM actual TAB depreciation output
Actual TAB depreciation (5m, nominal) - 182.19 185.02 186.13 178.62 179.74
Sbr-trrzsavssion fires - 55.14 56,04 56.18 56.24 56,44
b dion fines - 29.76 3019 30.36 31.54 31.66
sdtatons - 25.35 25.55 25.75 25.95 26.15
FsBeion iansfarmers - 21.14 21.34 21.54 21.74 21.94
£V g mess - 16.77 16,97 17.17 17.37 17.57
oGS - 1341 13.58 13.76 13.93 14.11
eriofar - 3.87 3.90 3.92 9.95 9.97
At s esamenis - - - - -
Blcrgs - 115 125 125 125 125
frrfenne avtware = 9.55 10.15 10.15 0.60 0.60
Euaity r¥singg cosis - 0.05 0.05 0.05 0.05 0.05

4 Adding TAB tracking periods to module

The tracking module template is set up by default to accommodate a single five year
regulatory control period of TAB depreciation tracking. For subsequent resets, the tracking
module must be expanded to accommodate capex for new regulatory control periods as part

of

continuing the depreciation tracking approach. In order to include additional periods of

TAB depreciation tracking, the user must utilise the in-built macros to expand the
calculations in the tracking module.'1?

To include additional periods for TAB tracking, the user is required to:

update the TAB input sheet with the relevant capex, asset adjustments etc.''3 This
includes updating the estimated capex in the final year of the previous regulatory control
period (t—1) with actual capex'!

12 Where the first regulatory control period of TAB depreciation tracking is longer than 5 years, the in-built macros can also

be used to add the required number of additional years to the first period.

113 In the template tracking module, some of the inputs in the TAB input sheet reference similar inputs in the RAB input

114

Ro

sheet. So in cases where both RAB and TAB depreciation is tracked then some of the inputs in the TAB input sheet will
update automatically update. This applies to inputs for regulatory period and years in period, gross capex, disposals, RAB
standard lives and RAB remaining lives for asset adjustments.

If an ex-post review determines that some year t—2 capex is to be excluded then the user will update t—2 capex with the
approved efficient capex.
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¢ initiate the ‘Insert additional TAB tracking period’ macro—by pressing the button on the
TAB input sheet. This will add in the required rows into the TAB tracking sheet to
calculate depreciation for the new period of capex.

This process is then repeated for each new period of TAB depreciation tracking required.

C.41 Updating the TAB input sheet for new regulatory control
period

To update the TAB input sheet for a new regulatory control period of TAB depreciation

tracking, the user must add the required inputs for the ‘Regulatory period’ and ‘Years in

regulatory period’. These are to be entered in the column relating to the first year of the new
period.

A note ‘input for next period’ appears in row 9 above the required input cells for the new
period. This is shown in Figure 35.

Figure 35 TAB input sheet—Update for additional regulatory control period

ABC 5] E i G H J K 2 M N o P [+]
DNSP - TAB input - DNSP RFM - Depreciation tracking module - version 1 Input cellsin blue Add years to calculation ‘ Insert additional TAB tracking period
Year 201314 201415 2015-16 2016-17 201718 2018-19 2019-20 202021 2021-22 202223 202324 202425

General information

DNSP
v for tracking 201516
201520
regulatory period 5

13 Diminishing value multiplier

Figure 36 shows how a user must enter the input data in these cells for a new period. In this
case the period is 2020-25, and is 5 years after the initial (2015-20) period for which TAB
depreciation tracking had commenced. Once the inputs are entered, the labels for the
additional years of capex required appear in row 16.

Figure 36 TAB input sheet—Regulatory control period added and labels for
gross capex

ABC [s] E F G H 1 J K L M N o P Q
DNSP - TAB input - DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation Insert additional TAB tracking period
Year 2013-14 2018-15 2015-16 2016-17 2017-18 2018-19 2019-20 202021 2021-22 202223 2023-24 2024-25

General information

DNSP
ear for tracking 201516
201520 202025
regulatory period 5 5

13 Diminishing value multiplier

15 Starting TAB and actual gross capex - As incurred ($m, nominal)

TAB (openingas  Actual gross Actual gross Actual gross Actual gross Actual gross ‘Actual gross ‘Actual gross ‘Actual gross ‘Actual gross ‘Actual gross
16 at 2015-16) I ) capex (2016-17)  cap pex capex (2019-20) | capex (2020-21)  capex (2021-22)  capex (2022-23) capex (2023-24]  capex (2024-25)
17 Asset cla

100272 50.00 1200 8.00 15.00 25.00
802.86 2000 10.00 50,00 8.00 10.00
700.43 1000 10.00 10.00 10.00 10.00
604.21 9.00 2.00 9.00 9.00 9.00
503.21 8.00 800 8.00 8.00 8.00
0221 700 7.00 7.00 7.00 7.00
296.21 6.00 600 6.00 6.00 6.00
a9 5.00 5.00 5.00 5.00 5.00

The user must then enter all of the required inputs for the years in the new regulatory control
period that has been added. Figure 37 highlights the required new inputs for the example
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above, where the 2020-25 regulatory control period is added to the tracking module. The
new inputs required are:'"®

o the DV multiplier

e actual gross capex and disposals for 6 years (2019-25)116
e actual immediate expensing for 5 years (2020-25)'1"

o tax standard lives for the 2020-25 regulatory control period

e any TAB asset adjustments and associated remaining lives '8 for the 2020-25
regulatory control period

e tax depreciation approach (DV/SL).

115 This example assumes no ex-post review has determined any change to year t-2 capex. If a review did take place for the
2020-25 regulatory control period shown, it would consider the 5 years of capex from years t—2 (2018—19) through to year
3 (2022-23). If the review required revisions to actual capex, then the user would enter the approved efficient level of
capex for the relevant years within the ex-post review period (2018—23). Therefore, if the review determined that year t-2
(2018-19) actual capex was to be revised, then the previously entered year t—2 (2018-19) actual capex inputs would need
to be updated to reflect this in the tracking module.

In the event of an adjustment to t—2 capex as the result of an ex-post review of actual capex, 7 years of inputs (2018-25)
would be required to be entered, i.e. revising year t-2 (2018-19) with actual efficient capex determined..

For the roll forward of the TAB in the first period subject to the tax review changes, only 5 years will need to be entered
because the recognition of immediate expensing starts from year t. For subsequent periods of TAB tracking, year t—1
immediate expensing inputs should be updated for actuals.

For both RAB and TAB remaining lives.

117

118
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Figure 37 TAB input sheet—Updated with new inputs for added period

iz 2 G

1 4 l K L | M

o

P

1
2 DNSP - TAB input - DNSP RFM - Depreciation tracking module - version 1 |1nput cells in biue Add years to calculation [ Insert additional TAB tracking PEP‘DGI
3
4 vear 920 2020 200122 2002253 2023
5
3
7]
8 Business name. ONSP
9 First regulatory year for tracking
10 Regulatory period 202025
11 Years in regulatory period s
12
13 Diminishing value multiplier | 1 200% 200% 200% 200% 00% |
14
15 P L P
TAB(openingas  Actualgross  Actual Actualgross  Actual g Actual gross gross  Actualgross  Acualgross  Acualgross  Actual gross
16 at2015-16)  capex (2015-16) capex (2016-17) capex (2017-18) capex (2018-19) capex (2015-20} capex (2020-21) capex (2021-22) (¢ (; [t
17
18 100272 5000 1200 800 1500 2500 5000 1200 800 2500
19 80286 2000 1000 5000 800 10.00 2000 1000 5000 1000
20 70043 1000 1000 1000 1000 1000 1000 1000 1000 1000
21 s0421 200 200 500 500 800 900 9,00 200 200
22 s03.21 200 8.00 200 200 800 200 800 200 800
23 40221 7.00 7.00 7.00 7.00 7.00 700 7.00 7.00 7.00
24 29621 600 600 600 6.00 600 600 600 600 600
25 Land and easements 40921 500 500 500 500 500 500 500 500 500
68 Total 487572 12200 7400 11000 7500 5700 72200 7400 11000 57.00
1] =
70 Asincurred (Sm, nominal)
Actual Actusl Actuol Actual “Actual Actual Actual Actual Actual Actual
v -
Msset dass (2015-16) (2016-17) (2017-18) (2018-19) 2013-20 2020-23 122 2022-2: 2023-24 2024-25)
Sub-transmission lines 500 500 5. 500
Distribution lines 300 300 300 300 300
Substations 200 200 200 200 300 300 235 250 225 200
Distribution transformers 100 100 100 100 100 200 275 250 225 200
LS end meters: 300 275 250 225 200
Communications
Vehicles
Land and easements
Total 1100 1100 11.00 1100 1400 900 525 7.50 675 600
ed (Sm, nominal) i
Acualasset  Actualasset  Actuslasset  Actualasset  Actualassel  Actualassel  Acualasset  Actualasset  Actualasset  Actual asset
disposals disposaly disposals disposals disposals disposals
125 (2015-16) (2016-17) 12017-18) 12018-18) 2019-20 020-2: (2021-22) 202223 2023-24 2024-25)
126 Sub-transmission lines = = = = - = = - - -
127 Distribution lines - - - - - - - - - -
128 Substations . - - - - - - - -
120 Distribution transformers. = 5 = = = = = = = =
130 LVS and meters - - - -
131 Communications - - = - - - - - - e
132 Vehicles 500 500 500 500 500 500 500 500 500 500
133 Land and easements 100 100 100 100 100 400 100 100 100 100
176 Tatal 500 7.00 600 700 6.00 500 700 500 700 600
177,
178, E
TAB remaining
We(asat  Taxstandard ife Tax standard ife
179 Asset dass 2014-15) (2015-20)
180 Sub-transmission lines 2000 5000 5000
18 Distribution lines 3000 4000 000
182 Substations 3000 4000 4000
183 Distribution transformers. 3000 4000 4000
184 LVS and meters 3000 40.00 40,00
185 Communications 3000 40.00 4000
186 Vehicles 30.00 40.00 4000
187, Land and easements nfa nia n/a
230
231 2
RAB standard RAB standard
232 Rsset dass life (2015-20)
233 Sub-transmission lines 5000 = = = 5000 = = 5 H
234 Distribution lines 5000 - - 5000 - - -
235 Substations 40.00 - - - 4000 - - -
236 Distribution transformers. 40.00 - - - - 4000 - « , .
237 L5 and meters 3000 - - 3000 . -
238/ Communications 1000 - - - 1000 - = - =
230 Vehicles 7.00 - - - 700 - - -
240 Land and easements nfa - o - nfs - - - -
283
264 TAB {$m, nominai) b
Finol ycor TAB riod asset Final year TAB
adjustments sdjustment adjustments
2685 Asset dass. (2019-20) (2021-22)
286 Subrtransmission lines 45.00 - 650 800
287 Dis ion lines. 25.00 650 - 800
288 Substations E 2500
289 Distribution transformers - 45,00
200 LS and meters:
201 Communications
202 les.
293 Land and essements
336 Total - - - - - - - g
337
338 TAB [years) b
Rsset Asset Asset
adjustments adjustments adjustments
remaining life -
339 Asset dass TAB (2019-20) TAB (2021-22)
340 Sub-transmissior 1050 1400
341 Distribution lines as0 1650 1550
342 Substations 600
343 Distribution transformers. 750
244 LVS and meters.
345 Communications
346 icles
347 Land and easements.
300
301 RAB [years) >
Asset Asset Asset
adjustments. adjustments adjustments
remaining ite -
2302 Asset dlass
393 Sutrtransmission lines - - - - 1000 - 1200 - - 1800
304 Distribution lines - - 400 - 1500 - 17.00
395 Substations. - = 500 - - - -
396 Distribution transformers - - - - 700 - - - - -
307 LvS and meters. - - -
398/ Communications 2 : = = z = : S 5
300 Vehicles - B & = = S at z ;
400 Land and easements - - - - - - - - -
443
444 od (SL/0V)
Starting TAB Tax depn Tax depn
depn method  method method
“i{ (2015-16) (2015-20)
448 s s ov
a7 st st ov
a8 st s ov
449 Distribution transformers: lst st ov
450 LS and meters. -y St o
451 Communications s s ov
452, Vehicl ‘Sl. st oV
453, Land and easements fst st ov
496
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C.4.2 Updating the TAB tracking sheet for new regulatory control
period

To update the TAB tracking sheet for an additional regulatory control period of TAB
depreciation tracking, the user must initiate the ‘Insert additional TAB tracking period’ macro
by pressing the button on the TAB input sheet (step 1).

After initiating the macro, the user is prompted to enter the number of years in the additional
period for tracking—typically 5 years (step 2).

Figure 38 and Figure 39 show the steps for adding an extra five year regulatory control
period.

Figure 38 ‘Insert additional TAB tracking period’ macro—Step 1

ABC D E F G H 1 4 K L M N o P a R
3
2 DNSP - TAB input - DNSP RFM - Depraciation tracking module - version 1 Input cells in biue Add years to calculation ‘ Insert additional TAB racking Peﬂm‘
3
4 Year 201314 01415 201516 01617 201718 201819 2019-20 202021 02122 202223 202324 202425 202526
5
3
7
8 onse
9 ear for tracking 201516
10 2015-20 202025
11 s s
12
13 200 200% 200% 200% 200%
1

Figure 39 ‘Insert additional TAB tracking period’ macro—Step 2

ABC D E E (] H 4 K L M N [o] P Q R
3
2 DNSP - TAB input - DNSP RFM - Depreciation tracking module - version 1 input cells in biue Add years to calculation Insert agaitional TAB tracking period
3 I ——
4 Year 201314 201415 201516 201617 201718 01819 201920 202021 012 02223 02324 202425 202526
5
6
7
8 oNsP
9 ear for tracking 201518
10 2015-20 202025
1 eriod 5 =
12
13 Diminishing value multiplier 2000 200% 200% 200% 200%
14
15 Starting TAB and actusl gross capex - At incurred (Sm, nominsl) Input ? X [;

foss

TAE (openingas  Actual gross. Actual gross Actual gross Actual gf oss |
16 8t 2015-16)  copex (2015-16) capex (2016-17) capex (2017-18) capex (201 Number of years of capex in the current regulatory period (This should match with the latest 14-2])

figure in row 11 *Years in regulatory period):
25

Ll 109
109}

:

Z00 200 I00 zo zo0 2
600 6.00 600 600 500 600
500 500 5.00 500 500 500

100272 50.00 12.00 8.00
80286 2000 10.00 50,00
700.43 1000 10.00 1000
60421 9.00 9.00 2.00
50321 200 800 800
20221 7.00 7.00 7.00
29621 6.00 6.00 600
48921 5.00 5.00 500

woFREEEl ¢

g8

Running the macro may take a few minutes. The progress of the macro is displayed in the
status bar (bottom left corner) as it steps through the process of updating the tracking
module.

When completed, the TAB tracking sheet should include the following calculations (for a
typical five year regulatory control period):'1°

¢ five additional rows of net capex depreciation

¢ five additional rows for the depreciation of asset adjustments.

Figure 40 shows the updated TAB tracking sheet layout after the macro has been
completed for an extra five year regulatory control period of TAB depreciation tracking.

119 The number of rows added for capex and for asset adjustments will be equal to the number of years added.
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Figure 40 TAB tracking sheet after macro has completed

ABCD E F G H 4 K L M N o P [+ R s

1

2 DNSP - TAB tracking - Elec DNSP RFM - Depreciation tracking module - version 1

3

4 ‘Year [Sm, nominal) 2014-15 201516 200617 2017-18 201815 201320 2020-21 202122 202223 2023-24 202425  2025-26 202627
5

] Assetclass 1 issian lines

7 Value of starting TAB and net capex addition 1,002.72 45.00 7.00 3.00 10.00 20.00 2500 7.00 3.00 10.00 20.00 - -
8 Initial remaining life and tax standard lives [years) 2000 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
9 RAB standard life [years) 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00 50.00
10 Immediate expensing of capax 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 - -
1 Asset adjustment -TAR - - - - 25.00 - - - - 45.00 - -
12 Remaining life of assat adjustment - TAB (years) - - - - 1050 - - 10.50 - -
13 Remaining life of asset adjustment - RAB [years) - - - - 10.00 - - 10.00 - -
14 Diminishing value multipliar 0% 0% [ 0% 0% [ 0% [ 0% 0% [ 0% 0%
15 Tax depreciation method sL st sL sL sL sL sL sL L sL sL sL sL
18

17 ‘Year-by-year tracking

18 o Depreciation of starting TAE 5014 50.14
19 1 Depreciation of net capex 2015-16 0.90 0.50
20 2 Depreciation of net capex 2016-17 014 0.14
21 E] Depreciation of net capex 2017-18 008 0.06
22 4 Depreciation of net capex 2018-19 020 0.20
23 5 Depreciation of net capex 2019-20 0.40 0.40
24 & Depreciation of net capex 2020-21 0.90 0.50
25 7 Depreciation of net capex 202122 014 014
26 8 Depreciation of net capex 2022-23 008 0.06
27 9 Depreciation of net capex 2023-24 020 0.20
28 10 Depreciation of net capex 2024-25 0.40 0.40
F:)

30

3 Depreciation of asset odjustments- TAB 2015-16 - -
32 Depreciation of asset odjustments- TAB 2016-17 - -
33 Depreciation of asset adjustments- TAB 201718 - -
34 Depreciation of asset adjustments- TAB 2012-19 - -
35 Depreciation of asset adjustments- TAB 2019-20 429 422
36 Depreciation of asset adjustments- TAB 2020-21 - -
37 Depreciation of asset odjustments- TAB 2021-22 - -
38 Depreciation of asset adjustments- TAB 2022-23 - -
39 Depreciation of asset adjustments- TAB 2023-24 - -
40 Depreciation of asset adjustments- TAB 2024-25 429 422
4

42 Sub-transmissian lines - tax depreciation 55.14 56.00 56.18 56.24 56.40 6112 62.02 6L1E 62.22 62.82 6211 6211
43

C.5 Increasing the number of years (columns) in tracking

module

As detailed in section B.6, to increase the number of years for calculating depreciation in the
tracking module, the user must initiate the ‘Add years to calculation’ macro. This macro can
be initiated using the button in the TAB input sheet (or RAB input sheet). Regardless of

whether the user runs the macro from the TAB input sheet or the RAB input sheet, the

outcome will be the same. 120

120 Note that this is different to the ‘Insert additional RAB tracking period’ and ‘Insert additional TAB tracking period’ macros

which only modify the sheets for which they are pressed.
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