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1 Introduction

This handbook sets out the Australian Energy Regulator’s (AER) roll forward model (RFM)
for gas distribution service providers. The RFM is a set of two Microsoft Excel workbooks
(each a series of Microsoft Excel spreadsheets) developed in accordance with the
requirements of the National Gas Rules (NGR).! 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 gas distribution service provider where relevant.? We prepare and publish
the RFM in accordance with the requirements of the NGR.3

1.1 Role of the model

Gas distribution service providers are required to submit a completed RFM to us as part of
their access arrangement proposals.*

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

1.2 Confidentiality

Our obligations regarding confidentiality and the disclosure of information provided to it by a
gas distribution service provider are governed by the Competition and consumer Act 2010
(Cth), the National Gas Law (NGL) and the NGR.

1.3 Process for revision

We may amend or replace the RFM from time to time in accordance with rule 75A(3) of the
NGR. 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.

1 NGR, ir. 75B and 77.

2 The depreciation tracking module uses the year-by-year tracking approach, which tracks the asset classes on a yearly
basis. Details for this workbook are presented later in this handbook in sections Error! Reference source not found., B
and C.

j NGR, r. 75A.

NGR, rr. 72(3) and 75A(2).

Specifically, the capital base is used to calculate the return on and of capital building blocks. The TAB is used to calculate
the corporate income tax building block.

NGR, r. 78.
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2 The model
2.1 Overview of the RFM

The RFM is used to calculate the total value of assets required by a gas distribution service
provider to provide reference services across an access arrangement period. Specifically,
the RFM is a set of Microsoft Excel spreadsheets (sheets) combined into one file that
perform calculations to derive a closing capital base for the current access arrangement
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. Figure 1

provides an overview of the RFM process.

Figure 1 Overview of the RFM sheets

RFMinput

User enters all d ata required
by the RFM en this sheet. This
includes:

Adjustment for previous peniod

Calculates the adjustment for difference:
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* Crevious determination

capital base forecast - . _ lives at the start of the next
deprecistion Capital base remaining lives period
* Actusl racked tax Calculates the remaining asset » TAB remsining lives at the
depreciation ) lifefor each assetclassusinga [ | startof the next period.
* Forecastend of period ’1 weighted average formula.
adjustments. A
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+
___________ L

Previous decision capital base,
capex, lives and rate of return
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RFM
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The set of 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 workbooks.
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The RFM allows the user to vary the inputs in order to assess their impact on the output data
and other derived parameters. 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 capital base and TAB values, actual capital expenditure (capex)
across the access arrangement period, or the actual consumer price index (CPI) rate. These
inputs often require reconciliation with previous models (RFM or PTRM) approved for the
current access arrangement period, depreciation tracking module for the upcoming access
arrangement, or annual information reported by the gas distribution service providers.

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

The roll forward of the TAB is undertaken in a similar, but simpler manner in the TAB roll
forward sheet. Unlike the capital base, 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 Capital base 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 access arrangement period. The
weighted average method is one of two approaches in depreciating the opening capital base
and TAB, and is the default position in the RFM for calculating the remaining asset lives for
input to the PTRM. Some gas distribution service providers adopt the alternative year-by-
year tracking approach to calculating depreciation of the PTRM opening capital base and/or
TAB. In such cases, they must 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.

Customer contributions are also referred to as capital contributions.
Consistent with tax law, the TAB is rolled forward in nominal dollar terms and so there is no indexation required.
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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 our DMS. To allow this automatic import to take place, this
sheet has been locked (using the Excel ‘Protect sheet’ command) so that the layout of this
sheet cannot be changed.

Contact details for those responsible for preparing and submitting the RFM are recorded in
rows 14 to 31. 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. Many of these details (such as
the dates of the access arrangement period) are automatically populated from the RFM
input sheet and so the cells here are hidden. The stage of the regulatory process is set in
cell C36 using a drop down menu.C If this is not enough description to uniquely identify the
RFM submission, a description should be placed in cell C37 (for example, a resubmission of
the 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 = 1] E F G H | J K L h
1
2 Aus Gas - DMS Input - DNSP RFM - version 1 Input cells are in blug
3
4
5
[} This sheet requests information that allows the AER to autematically 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 Some of this data is automatically populated based on data entered on the RFM input sheet. Only change blue input cells.
k] Some rows are hidden. To facilitate the automatic import, please do not delete or add rows on this shest.
10 Throughout the rest of the workbook, defined name ranges are used to identify data that is imported into the DMS.
hi
12 Entity details
13
14 Trading name Australian Distribution Co.
15 ACN / ABN 11222333444
16 Business short name Aus Gas
7
18 Business address Address 1| 123 Straight Street
19 Address 2
20 Suburp | Sydney
21 State [NSW Postcode 2000
2
23 Postal address Address 1 |PO Box 123
24 Address 2
25 Suburk | Sydney
26 State  [NSW Postcode |ZDUU
27
28
2 Contact name/s Bob Smith Julie Lee
30 Contact phonels (02) 1234 5678 (02) 9123 4567
H Contact email addressis bob@auselec.net.au julie@auselec.net.au
32
33 Regulatory process details
34
35
36 Source Regulatory proposal

Amended model submission - reason

37

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:

e opening capital base and opening TAB (section 2.3.1)

10 For example, whether the RFM relates to the regulatory proposal, draft decision, revised proposal or final decision.
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actual nominal capex—as incurred (section 2.3.2)

actual nominal asset disposals—as incurred (section 2.3.3)

actual nominal customer contributions—as incurred (section 2.3.4)

actual real net capex—as incurred (section 2.3.5)

lagged inflation option (section 2.3.6)

inflation and rate of return (section 2.3.7)

real straight-line capital base depreciation option (section 2.3.8)

forecast/actual year-by-year real straight-line capital base depreciation (section 2.3.9)
actual tax depreciation option (section 2.3.10)

year-by-year tracking actual tax depreciation (section 2.3.11)

forecast nominal final year asset adjustments. (section 2.3.12)

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

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

The RFM is configured as follows:

Uses straight-line (SL) depreciation as the default method for calculating depreciation for
regulatory purposes—if gas distribution service providers intend to propose other
depreciation profiles, it is recommended that they raise this as part of pre-lodgement
discussions.'!

Uses either the SL or diminishing value (DV) method for tax depreciation—where DV
depreciation applies to the access arrangement 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 access arrangement period, tax depreciation can be
calculated using the WARL method within the RFM or using the year-by-year approach in
the depreciation tracking module and then entered as an input to the RFM.

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 provides an example of the RFM input sheet.

11 The depreciation profiles would be subject to satisfying the requirements of rules 88 and 89 of the NGR.
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Figure 3 RFM input sheet

4/ABCD E | 3 | (-] | H | 1 | 1] K 1 L | ] | | il R s | T U v |
1
2| Aus Gas - RFM Input - DNSP RFM - version 1 [input cells are in diue
3
4
[] Base for 2014-15 and Tax Asset Base for 2015-16 -
T Average ¥ T Forecast Forecast ¥ Retumon ¥ T Average Tax' T Base " Length of Access'
Opening Asset  Remaining Life Standard Life Forecast Net Regulatory Customer Difference in Final Difference in Final Other Final Year  Opening Tax  Remaining  Tax Standard  Regulatory  Arrangement
6| Asset Class Name Value (Year) (Year} Capex i Contributions Year Capex Year Capex stments AssetValue  Life (Year) Life (Year) Year Period (Year)
7. AssetClass 1 Pipelines 1,000.00 200 600 4000 2000 450,00 15.0 200 2015-18 5
8 Asset Class 2 Senvce Pipes 800.00 300 600 2000 1000 360,00 150 200
9 AssetClass 3 Supply Regulators/Valve Stations. 700.00 00 400 10.00 500 31500 15.0 200
547 Asset Class 48 Buildings. 40.00 w00 400 1000 200 18.00 300 400
55 | Asset Class 49 In-house software 30.00 30 50 800 4.00 1350 30 50
56 Asset Class 50 Equity raising costs 300 w00 350 150 100 135 30 50
57| Total 487300 11450 51.00 - - - 219285
58
59 Actual —As Incurred ¥
60 Year 2014-15 2015-16 201617 201718 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 202425
81 Pipelines. 41.00 | 50.00 1200 8.00 15.00 2500
11 Total 115.00 12200 T400 11000 75.00 8700 - - - - - .
112 § 58300
113, Actual Asset Disposal - As Incurred ‘Nominal) i
114 Year 201415 201516 2016-17 201718 201819 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
115 Pipelines. T
185 Total 100 6.00 700 6.00 T.00 600 - - - - .
166 s 3900
167 Actual Customer Contributions — As Incurred (Sm Nominal) -
168 Year 2014.15 2015-16 201617 201718 201819 2019-20 20201 2021.22 2023.23 202324 202425
169 Pipelines i
219 Total 200 200 200 200 200 200 - -
1 il
$ 12.00
As Incurred (Sm Real 2014-15) N
014.15 01516 2016.17 201718 01819 2019-20 02021 202122 202223 02324 202425
4100 | 4871 1134 7.40 1350 21 - - - - -
106.00 111.05 8141 9420 59.38 6088 . -
274 § 50202
275 Tagged inflation Option
278 Fartially-lagged Inflaion
277 [Partially-lagged inflation 1agged Inflation I
278 rial jed
219
260 niflation and Rate of Return
281 Year 2014.15 201518 201817 201718 201819 2019-20 2020-21 2021.22 2022.23 202324 2024.25
282 Actual CP1 Inflaion Rate A 265%: 3.10% 220% 275% 172% 1.60% 0.00% 0.00% 0.00% 0.00% 0.00%
283 agged) 1.0000 10266 10584 10817 11114 11305 11486 11406 1.1496 1.1406 11406
284 e A 250%: 250% 250% 250% 250% 250% 250% 250% 250% 250% 250%
285 Forecast Inflation Cumulative Index 1.0000 10250 1.0506 1.0769 11038 11314 1.1567 11887 12184 1.2489 1.2801
286
287 Nominal Vanilla WACC N 9.00%: 7.00% 7.00% 7.00% 7.00% 7.00% 0.00% 0.00% 0.00% 0.00% 0.00%
288 Real Vanilla WACC 6.34% 439% 439% 439% 439% 430% -244% -244% -2.44% -244% -244%
289 Nominal vanilla WACC (fixed real time varying) 9.16%: 7.63% 6.69% 7.26% 6.18% 6.15% -244% -2.44% 2.44% -244% -2.44%
290
291 Real Straight.line Capital Base Depreciation Option
292 Forecast Real SL Depreciation
293 [Actual Weighted Average Remaining Life Real SL Depreciation Acual Tracked Real SL Depreciation Waning Depreciation method selected means data entered in table below will not affed! calculations
294 Actual Weighted Average Remaining Lite Real SL Dy
295 [Aciual
296
207 Forchsl Depreclion/Ac uel Voar by Vear TTecking Deprocieson M
208 Year 201516 201617 201718 201819 201920 202021 02122 2022.23 202324 202425
209 Pipelines 5000 50,00 50.00 50.00 50.00
343 Total 21450 21450 21450 21450 21450 - - - - -
350 § 1072507
351 Aciual Tax Deprecialion Option
352 ar Tracking Depreciaion
353 [Weighted Average Remaining Life Depreciation y a Awerage Remaining Life Depraciatio
354
201516 2016.17 201718 201819 201920 202021 202122 2022.23 202324 202425
s -
Remaining Asset R ning Tax
Life of Assel Lite of
Capital Base TAB Adjustments to
Adjustments to
Capital Base TAB (pears)
a1 Iyears)
412 Pipelines [ 50.00 45.00 10.0 105
462 Total - -
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2.3.1 Opening capital base and tax asset base

The opening capital base 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 capital base (broken into asset classes in rows 7 to 56) at
the start of the final year of the previous access arrangement period.'? The values for the
opening TAB, also broken into asset classes, are required at the start of the first year of the
current access arrangement period. The capital base and TAB will differ each year to reflect
actual capex, asset disposals, customer contributions (for the capital base), and regulatory
depreciation (for the capital base) or tax depreciation (for the TAB).

The recorded input values are linked to subsequent sheets which calculate an annual
balance of the capital base and TAB for the current access arrangement 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 capital base 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 the AER’s
PTRM to allow the closing capital base values determined in the RFM to be used as inputs
to the opening capital base values in the PTRM.

Capital base 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
access arrangement 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 I. These values
should be as at the start of the final year of the previous access arrangement period and
would be contained in the RFM used for the current access arrangement for the gas
distribution service provider. They are linked to the Capital base 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 access arrangement period. These values

12 The button at the left of row 53 may be pressed to display/hide rows 37 to 52 (asset classes 31 to 46).
13 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.
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should be consistent with those contained in the PTRM used in the current access
arrangement for the gas distribution service provider. They are linked to the Capital base
roll forward and Capital base 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 access arrangement for the gas
distribution service provider. They are linked to the Capital base roll forward and Capital
base 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 for the final year of the previous access arrangement period (year
t—1). These values would be contained in the RFM used for the current access arrangement
for the gas distribution service provider. They are linked to the Adjustment for previous
period and Capital base 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 access arrangement
period. These values would be contained in the RFM used for the current access
arrangement for the gas distribution service provider. They are linked to the Capital base
roll forward sheet.

Forecast customer contributions

The forecast customer 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 access arrangement
period. These values would be contained in the RFM used for the current access
arrangement for the gas distribution service provider. 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 capital base for the
previous access arrangement period. These values would be contained in the RFM used for
the current access arrangement for the gas distribution service provider. These values are
linked to the Capital base 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
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‘true-up' adjustment made to the closing capital base for the previous access arrangement
period. These values would be contained in the RFM used for the current access
arrangement for the gas distribution service provider. These values are linked to the Capital
base roll forward sheet.

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 gas distribution service providers which adjusted their closing
capital base by removing or adding assets (such as a change in service classification) in the
final year of the previous access arrangement period.

The amount of other final year adjustments (if any) would be contained in the RFM used for
the current access arrangement for the gas distribution service provider. These values are
linked to the Capital base 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 access
arrangement periods. The RFM input sheet requires the tax asset values comprising of the
opening tax values, weighted 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
access arrangement 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 access arrangement 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 access arrangement period is recorded in
cell U7.

Length of the current access arrangement period

The number of years in the current access arrangement period is recorded in cell V7.
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2.3.2 Actual nominal capital expenditure—as incurred4

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

e asset augmentation (e.g. works to enlarge a network or to increase the capability of a
network)

e 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.

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 net customer contributions—as incurred

The values of actual assets contributed by other parties over the access arrangement 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 capital base in the Adjustment for previous period and Capital base 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 access arrangement
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 capital
base roll forward to be undertaken using partially-lagged or all-lagged actual inflation, so that
either approach can be applied to particular gas distribution service providers where it aligns
with their previous historical treatment.

14 Actual capex, asset disposals and customer 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, the capex inputs for the final year of the access arrangement 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 the inputs for the last two years of the access arrangement period will remain as estimates.
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2.3.7 Inflation and rate of return

This section records the actual annual inflation rates (based on the consumer price index)
over the current access arrangement period and in the previous access arrangement period
(rows 282 and 283). If 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 final decisions (annually updated where relevant) corresponding to the two
access arrangement periods (rows 284 to 289). These parameters are linked to the
Adjustment for previous period and Capital base roll forward sheets.

2.3.8 Real straight-line capital base depreciation option

The RFM provides the user an option at cell E293 (drop down function) to select the capital
base 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 capital base roll forward
calculations will use the depreciation inputs at section 2.3.9. If actual WARL depreciation is
selected, the capital base roll forward calculations will use the capital base lives and actual
capex to calculate depreciation.

2.3.9 Forecast/actual year-by-year tracking real straight-line capital
base 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 348.1° The approved forecast
depreciation values would be contained in the PTRM used for the current access
arrangement for the gas distribution service provider. These values are linked to the Capital
base 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 348.16 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 Capital
base roll forward sheet.

15 This applies regardless of whether the WARL approach or year-by-year tracking approach is used by the gas distribution

service provider.
The actual depreciation values in the depreciation tracking module may need to be converted to the correct dollar terms
before entering into the RFM.

16
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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 access arrangement
is subject to the DV method.

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 gas distribution
service providers where their capex incurred in the access arrangement 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 gas distribution service providers may need to adjust their closing capital base and
TAB at the end of the current access arrangement 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 capital
base roll forward and TAB roll forward sheets. These values are assumed to be in
nominal end of year terms in the final year of the current access arrangement period.

2.4 Adjustment for previous period sheet

The Adjustment for previous period sheet calculates the required true-up of capital base
adjustments to be made for the final year of the previous access arrangement period for
forecast and actual net capex values.

This adjustment is consistent with the requirements of rule 77(2)(a) of the NGR, which
specifies that a reconciliation would include adjustments to 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 access arrangement period.

This sheet calculates the difference between actual and forecast net capex for the final
regulatory year of the previous access arrangement period (year t—1), as well as the
aggregate compounded return on that difference (rows 11 to 267). This adjustment is made
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to the closing capital base at the end of the current access arrangement period in the Total
capital base roll forward sheet. This two-step process is outlined in Box 1.

Figure 4 provides an example of the Adjustment for previous period sheet.

Box 1 Adjusting for actual capex in the final year of the previous access arrangement 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 access arrangement 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 access
arrangement period.

o Nominal actual net capex = actual net capex incurred during the final year of the previous access
arrangement 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 access
arrangement period (as determined in the current building block determination).

e Each of these adjustments is made to the final closing capital base for the current access
arrangement period in the Total capital base roll forward sheet.

Roll forward model handbook | Gas distribution network service providers 13



Figure 4 Adjustment for previous period sheet

A B c 1] E F G H J K L ] N 0 P Q R

1

2 Aus Gas - Adjustment For Previous Period - DNSP RFM - version 1
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5

6 Nominal Vanila WACC (fied real time varying) | 763%  669%  7.28%  618%  6.15% -244% 244% 244% 244% -244%
7

8 Nominal Adj for Difference Between Forecast and Actual Net Capex

9

10 Nominal Forecast Net Capex (previous regulatory control period) 114,50

" reies 40.00

12 Service Sjpes 20.00

13 Ryl Feularon A e Statiens 10.00

14 SCAD 5.00

58 g 10.00

59 ArOUSE SORSTE 8.00

60 Equiy rating costs 1.50

61

62 Nominal Actual Net Capex 110.75

63 Pipednes 4284

54 Service Sjpes 2299

65 Ryl Feularon A e Statiens 10.45

66 SCAD 9.40

67 Adeters 627
10 Budidinas 418
11 imbouse scitvare 208
12 i atiing costs -
13
114 Nominal Difference Between Actual and Forecast Net Capex - 378
115 Fjpedies 284
118! Servie Fjpes 259
"7 gy Fesulstcr A sive SeSticns 045
118 anana 440
162 Budidinas - 58
163! imbouse scitvare - 58t
164 i atiing costs - 150
165
166 Compounded Nominal Return on Difference - Net Capex - 029 - 027 - 031 - 029 - 030
167 Fretives 0.22 0.20 024 022 023
168 Subtotal - - - 1.10
169 Serice Fpes 023 022 025 0.23 0.24
170 Subtotal - - - 1.16
171 gy Fesulsrcr A sive Sestions 0.03 0.03 0.04 0.03 0.0¢
172 Subtotal - - - 017
173 ot 0.34 0.32 0.37 0.34 0.35
174 Sub-total - - - 1.71
261 Euildings - 044 - 042 - 048 - 044 - 047
262 Sub-otal - - - - 2.26
263, in-house sofmware - 045 - 043 - 049 - 045 - 048
284 Sub-otal - - - - 2.29
265, Equity raising costs - 01 - o1 - 012 - 011 - 012
266 Subctal - - - 0.58
267 Tiwtat Feturn ot £ o Seguist oy Femod - - - - 146

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 forecast and actual net capex for the final
year of the previous access arrangement 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
access arrangement period are displayed in rows 11 to 60. The values are sourced from the
RFM input sheet. Row 10 displays the sum of the values for each asset class (rows 11 to
60).

The nominal actual net capex values (including a half-year WACC allowance) for each asset
class in the final year of the previous access arrangement period are calculated in rows 63 to
112. 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 62 displays the sum of the calculations for each
asset class (rows 63 to 112).

The differences between the actual and forecast net capex values are calculated in rows 115
to 164. Row 114 displays the sum of the calculations for each asset class (rows 115 to 164).
These values are linked to the Total capital base roll forward sheet.

17 AER, 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.
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Finally, in rows 167 to 266 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 access
arrangement period.® The total compounded nominal return at the end of the current access
arrangement period is displayed in row 267. These values are linked to the Total capital
base roll forward sheet.

2.5 Capital base roll forward sheet

The Capital base roll forward sheet calculates the nominal closing capital base for each
year (which becomes the opening capital base for the following year) of the current access
arrangement period. Under rule 77(2) of the NGR, in rolling forward the capital base each
year during the current access arrangement period, we must have regard to information
such as conforming capex and depreciation. Accordingly, the opening capital base for the
first year of the current access arrangement period is rolled forward for:

e conforming actual net capex (as incurred)

e regulatory depreciation values (adjusted for actual inflation).1®

Depending on which option for depreciation has been selected in the RFM input sheet, the
capital base 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
access arrangement for the gas distribution service provider. Forecast straight-line
depreciation refers to the amounts approved for the current access arrangement 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 access arrangement period.

The process for rolling forward the capital base from year to year over the current access
arrangement period, under the full as incurred approach for recognising capex, is set out in
Box 2.20

Box 2 Rolling forward the capital base in the current access arrangement period

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

Nominal actual net capex for year 2 —

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

actual inflation.

Regulatory depreciation is based on the nominal straight-line depreciation less the inflation applied to the opening capital
base.

For illustrative purposes this is based on a standard five-year access arrangement period.

19

20
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Nominal regulatory depreciation for year 2 =
Closing capital base for year 2 of the current access arrangement period. This becomes:

Opening capital base for year 3 of the current access arrangement period

Closing capital base for year 5 of the current access arrangement period =

Interim closing capital base for the current access arrangement period.

Where:

e Opening capital base for year 1 of the current access arrangement period = closing capital base
for the final year of the previous access arrangement period.

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

¢ Nominal regulatory depreciation = Nominal straight-line depreciation — actual inflation adjustment
on the opening capital base.

Notes:

e The interim closing capital base for the current access arrangement period plus the final
adjustments for the final year of the current access arrangement period (these adjustments are
made in the Total capital base roll forward sheet—see Box 3 for a description) becomes the
opening capital base for the next access arrangement period.

Figure 5 provides an example of the Capital base roll forward sheet.

Figure 5 Capital base roll forward sheet

AB c D E F G H 1 J K L M N o P a R s
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2 Aus Gas - Asset Roll Forward - DNSP RFM - version 1
3
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80
821 Nominal Aclual Regulatory Depreciation 51.00 237.78 30153 294.41 348.05 279.47
822 Pieiines 2000 2070 31.70 27.96 4059 4257
872
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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) for
each asset class are displayed in rows 12 to 61.21 Row 11 displays the sum of each asset
class values for those rows.

These capex values for the current access arrangement period (sourced from the RFM
input sheet) are those provided by the gas distribution service provider to us for the purpose
of rolling forward its capital base to the end of the current access arrangement period.

The real straight-line depreciation values for each asset class are set out at rows 64 to 713.
Row 63 displays the sum of each asset class calculations for those 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 Capital base roll forward sheet based on the opening capital base, actual net capex
values and asset lives from the RFM input sheet.

2.5.2 Nominal asset values

Nominal asset values are displayed in rows 717 to 1133. The nominal opening capital base
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 capital base for the first year of the
current access arrangement period (cell H717) is calculated by taking the opening capital
base value for the final year of the previous access arrangement 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 capital base values for the remaining years of the current access
arrangement period are calculated in accordance with Box 2. 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 capital base (row 1083).

21 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.
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2.6 Total capital base roll forward sheet

The Total capital base roll forward sheet brings together the relevant data from the
Adjustment for previous period and Capital base roll forward sheets to calculate the
final closing capital base for the current access arrangement period in nominal terms.?2

In this sheet, row 7 displays the opening capital base values for each year of the current
access arrangement 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 capital base for the previous year in
row 321. The calculations at rows 8 to 57 reflect the opening capital base values in the
Capital base 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 Capital
base roll forward sheet.

Rows 373 to 527 represent the required adjustments to be made for the final year (t-1) of
the current access arrangement 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
access arrangement period (and a compounded return on that difference)

o other asset adjustments for the final year of the current access arrangement period.

The process for calculating the final closing capital base for the current access arrangement
period is set out in Box 3.

Box 3 Calculating the final closing capital base for the current access arrangement period

Adjustments to be made for the final year of the current access arrangement period to
calculate final closing capital base

Interim closing capital base for the current access arrangement 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 +

Final year asset adjustments (where applicable) =

Closing capital base for the current access arrangement period =

Opening capital base for the first year of the next access arrangement period.

Note:

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

The closing capital base for the current access arrangement period is shown in row 529.
This value becomes the opening capital base for the next access arrangement period and is

22 This sheet has been configured to display the capital base roll forward for an access arrangement period of 2 to 10 years.

Roll forward model handbook | Gas distribution network service providers 18



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
capital base values by asset classes are displayed in rows 530 to 579.

Figure 6 provides an example of the Total capital base roll forward sheet.

Figure 6 Total capital base roll forward sheet
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1

2 Aus Gas - Total Asset Roll Forward - DNSP RFM - version 1

3

4 Year 201415 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22  2022-23  2023-24  2024-25
5 Asset Values ($m Nominal)

6

7 Nominal Opening Capital Base 4,873.00 4,936.50 4.817.01 458262 4,393.85 41381
8 Pipelines 1,00000:  1,020.00 1,051.17 1,031.87 1,012.19 967.05
58

59 Nominal Actual Net Capex 114507 18.27 67.14 10564 68.01 81.39
60 Pipelines 40.00 51.87 1239 829 15.46 2576
110
11 Nominal Actual Regulatory Depreciation - 51001 23776 - 30153 - 20441 - 34805 - 27947
112 Pipelines - 2000 - 2070 - 31.70 - 27.96 - 4059 - 4257
162
163 Nominal Difference in Final Year Capex h
164 Pipelines
214
215 Nominal Return on Difference in Final Year Capex 1
216 Pipelines
266
267 Nominal Other Final Year Adjustments
268 Pipelines

318

319 Interim Closing Capital Base
320

321 Interim Closing Capital Base 4,936 50 4817.01 458262 4,393 85 4,113.81 391573
322 Pipelines 1,020.00 1,051.17 1,031.87 1,012.19 987.05 97024
372

373 Difference Between Actual and Forecast Net Capex - - - - 375
74 Pipelines - - - 284
424

425 Return on Difference - Net Capex - - I 146
426 Pipsiines - - - 110
476

477 Final Year Asset Adjustments - - - -
478 Pipeiines - - - 5000
528

529 Closing Capital Base - - - 3,910.52
530 Pipelines - - - 1,024.18

2.7 TAB roll forward sheet

The TAB roll forward sheet calculates the nominal opening TAB values for each year of the
current access arrangement period by taking the opening TAB value for the start of the
current access arrangement period and adjusting for forecast net capex, which was included
in the final year of the previous access arrangement period, with actual net capex for that
year.?3 The opening TAB value is then rolled forward for actual net capex and tax
depreciation values for each year of the current access arrangement 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 access arrangement period are also applied in this sheet.

The process for rolling forward the TAB from year to year over the current access
arrangement period is set out in Box 4.2

Box 4 Rolling forward the TAB in the current access arrangement period

Rolling forward actual net capex and depreciation amounts into the TAB

Opening TAB for the first year of the current access arrangement period —

23 For TAB purposes net capex is inclusive of customer contributions (net of disposals).

24 For illustrative purposes this is based on a standard five-year access arrangement period.
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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) =

Adjusted opening TAB for year 1 of the current access arrangement period.
Adjusted opening TAB for year 1 of the current access arrangement period +
Nominal actual net capex for year 1 —

Nominal actual tax depreciation for year 1 =

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

Nominal actual net capex for year 2 —

Nominal actual tax depreciation for year 2 =

Closing TAB for year 2 of the current access arrangement period. This becomes:

Opening TAB for year 3 of the current access arrangement period

Closing TAB for year 4 of the current access arrangement period. This becomes:
Opening TAB for year 5 of the current access arrangement period +

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 access arrangement period =

Opening TAB for the first year of the next access arrangement period.

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

e The closing TAB for the current access arrangement period becomes the opening TAB for the
next access arrangement period.

Figure 7 provides an example of the TAB roll forward sheet.
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Figure 7 TAB roll forward sheet

A B c D E F G H 1 J K L M N o P Q R
1
2 Aus Gas - Tax Asset Roll Forward - DNSP RFM - version 1
3
4 Year 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22  2022-23  2023-24 202425  2025-26
5 Tax Values ($m Nominal)
6
7 Opening Tax Asset Values 2,19126° 207713 1,905.91 1,766.21 1,646.35 1,566.76
8 45272 472.53 451.85 42657 407.89 44346
9 362 86 358 67 34348 367.79 347.60 354.01
10 Supply Regulators/V 31543 304.40 29287 280.84 268.31 230.29
58
59 Actual Net Capex 116.00 67.00 104.00 68.00 81.00
60 50.00 12.00 8.00 15.00 25.00
61 e 20.00 10.00 50.00 8.00 10.00
62 Supply Regulators/Valve Stations 10.00 10.00 10.00 10.00 10.00
110
11 Actual Tax Depreciation 230.13 238.22 243.70 187.86 160.59
12 Pipelines Opening TAB 3018 3018 3018 3018 3018 3018 30.18 3018 3018 3018
13 c
114 a 1 250 250 250 250 250 250 250 250 250
15 v 2 0.60 060 060 0.60 0.60 060 0.60 060
118 M 3 040 040 040 040 040 040 040
117 4 075 075 075 075 075 075
118 5 1.25 125 125 1.25 1.25
19 [ - -
120 y 7
121 e 8
122 a 9
123 " [
124 Pipelines 30.18 - 32.68 - 33.26 - 3368 3443 -
125 Service Pipes Opening TAB 2419 2419 2419 2419 2419 2419 2419 2419 2419 2419
126 c
127 a 1 o0 00 1.00 00 1.00 1.00 1.00 1.00 ]
128 P 2 050 050 050 050 0.50 0.50 050 050
129 M 3 250 250 250 250 250 250 250
130 [} 040 0.40 040 040 040 040
131 5 0.50 050 0.50 0.50 050
132 6 -
133 y 7
134 e 8
135 a 9
136 T
137 Senvice Pipes 2419 - 2519 - 2569 - 2619 2859 -
138 Supply Regulators/Valve Stations Opening TAB 21.03 21.03 21.03 21.03 21.03 21.03 21.03 2103 21.03 21.03
139
140 : 1 050 050 050 050 050 050 050 050 050
141 P 2 050 050 050 050 050 050 050 050
142 @ 3 050 050 050 050 050 050 050
143 4 050 0.50 050 0.50 0.50 050
144 i 5 050 050 050 050 0.50
145 " 3 .
146 y 7
147 e L]
148 a 9
149 ! |10 |
150 Supply Regulators/Valve Stations 2103 - 2153 2203 253 2303

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
access arrangement period is adjusted by removing forecast net capex for the final year of
the previous access arrangement period so that actual net capex for that year is included in
the TAB. 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 access arrangement period is displayed in row 7. These values are
calculated in accordance with Box 4. For a 5 year access arrangement period, the opening
TAB value for the next access arrangement 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 access arrangement 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
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value of customer contributions. Row 59 displays the sum of the calculations for each asset
class (rows 60 to 109).

2.7.3 Actual tax depreciation

The actual tax depreciation values for each asset class (rows 112 to 761) and each year of
the current access arrangement 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 the calculations for each asset class.

2.8 Capital base remaining lives sheet

The Capital base remaining lives sheet calculates the average capital base 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 access arrangement period for the capital base are used as inputs to the PTRM for
the next access arrangement period to calculate the depreciation schedules. 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.?®

For the years in the current access arrangement period, the input cells include formula
references to the appropriate cells from the RFM input sheet. For previous access
arrangement periods, the Capital base remaining lives sheet will also require inputs
obtained from the RFMs for decisions relating to previous periods.?® The process for
updating this data is set out in Box 5.

Box 5 Input process required for updating capital base 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 Capital base remaining lives sheet of the previous RFM. Once the
year is entered, the input cells for the current access arrangement period will reference the inputs
from the RFM input sheet. These values include:

e CPI

¢ 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 access arrangement periods must be replaced with the actual values

25 The ‘Add extra year to calculation’ button included on this sheet runs a macro to extend the capital base and TAB
remaining life calculations for each asset class for a further year.
26 The input cells for the previous access arrangements periods will display an ‘enter input’ prompt.
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approved in the RFMs for those decisions.

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

The process for calculating the weighted average remaining lives for the capital base is set
out in Box 6.27 A similar process applies for calculating the weighted average remaining lives
for the TAB.

Box 6 Calculating the capital base weighted average remaining asset lives

Calculating the capital base weighted average remaining asset lives by asset class
Opening capital base for start year —
Total real actual depreciation on opening capital base
= Closing value of opening capital base.
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 capital base adjustments —
Total real actual depreciation on capital base adjustments
= Closing value of capital base adjustments
Sum of closing capital values

= Total closing capital value for the asset class.

Opening capital base average remaining life — number of years of depreciation applied to opening
capital base

= Closing average remaining life of opening capital base

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

= Closing average capital base remaining life of capex for year 1
... For each year of actual capex...

Capital base adjustments average remaining life — number of years of depreciation applied to
capital base adjustments

= Closing average remaining life of capital base adjustments.

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

21 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.
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Closing capital value of net capex for year 1 + Total closing capital value for the asset class x
Closing average capital base remaining life of capex for year 1 +

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

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

= Weighted average remaining life for the capital base asset class.

Where:

e Opening capital base for start year = closing capital base for the final year of the access
arrangement period preceding first use of the RFM.

e Total real actual depreciation on opening capital base = the sum of the real actual depreciation on
opening capital base calculated for the access arrangement period.

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

e Total real actual depreciation on net capex = the sum of the real actual depreciation on net capex
calculated for the access arrangement period

e The opening capital base average remaining life is that used for the building block determination
where the RFM is first used.

e The asset class capital base 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 capital base

o total actual depreciation on opening TAB replacing total real actual depreciation on opening
capital base

e actual net capex (excluding half-year nominal vanilla WACC) replacing real actual net capex
(including half-year nominal vanilla WACC)

o final year TAB adjustments replacing final year capital base adjustments

o total actual depreciation on net capex replacing total real actual depreciation on net capex

e opening TAB average remaining life replacing opening capital base average remaining life and
e asset class TAB standard life replacing asset class capital base standard life, and

e TAB adjustments average remaining life replacing capital base 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.?8 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

28 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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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 capital base are calculated and
shown at rows 119 to 2711.

Figure 8 provides an example of the Capital base remaining lives sheet.
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Figure 8 Capital base remaining lives sheet

| 4 A | B | c | D | E | F | G H | | | J K L M | N o] | E | Q | R 1 s T | u v LW
1
2 | Aus Gas - Asset Lives Roll Forward - DNSP RFM - version 1 Add extra year
3
4
5 Asset Life - based on tracked
6
7]
8 | First regulatory year 2015-16
9 | Actual CPI Infiation Rate 265% 3.10% 220% 275% 1.72% 1.69% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
10 Actual CPI (one year lagged) 1007 10277 058" 10827 11117 14317 1150 11507 1150"  1.150" 11507 1.15" 115" 1.15 116" 115 115" 115" 1.15 115" 115
1) Nominal Vanilla WACC (fixed real time varying) | 9.16% 7.63% B6.69% 7.26% 6.18% 6.15% -2.44% -2.44% -2.44% -2.44% -2.44% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
12
13 AssetClass 1 Pipelines
14 Value of net addition (Snominal) 1,020.00 50.00 12.00 8.00 15.00 25.00 - - - - - - - - - - - - - - -
15 Asset life 20.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 - - - - - - - - - -
16 Value of Capital Base adjustment (Snominal) = = = = 50.00 = = = = = = = = = = = = = = =
17 | Remaining life of Capital Base adjustment - - - - 10.00 - - - - - - - - - - - - - - -
18| Depreciated Capital Base - - - - 4423 39,80 3538 3096 2654 2211 1769 1327 885 442 - - - - B -
19| 0 Depreciated starting Capital Base 816.00 765.00 71400 66300 61200 561.00 510.00 45900  408.00 357.00 306.00 255.00 204.00 153.00 102.00 51.00 -
20 | 1 Depreciated Net Capex 2015-16 48.00 47.16 46.32 4548 4464 4379 4295 421 a.27 4042 39.58 3874 37.90 3708 36.21 3537 3453
21| 2 Depreciated Net Capex 2016-17 11.32 113 1093 10.74 1054 10.34 1015 995 978 958 9.37 a17 898 878 450 839 820
22 | 3 Depreciated Net Capex 2017-18 753 7.40 728 7.15 702 689 877 664 651 6.38 B8.25 613 6.00 587 574 562 549
23 4 Depreciated Net Capex 2016-19 13.91 1368 1344 1321 1298 1275 1252 1228 1205 1182 1150 11.36 1.13 1089 10.66 10.43 10.20
i:r_ 5 Depreciated Net Gapex 2019-20 2240 2202 2164 2126 2089 2051 2013 1975 19.37 18.99 1861 1823 17.85 17.47 17.09
41
42| RL Capital Base adjustments - - - 10.00 9.00 800 7.00 6.00 5.00 4.00 300 200 1.00 - - - - - -
43 RL Start Capital Base 14.00 13.00 12.00 11.00 10.00 9.00 8.00 7.00 6.00 500 4.00 300 200 1.00 -
4“4 RL Capex 2015-16 55.00 54.00 53.00 52.00 51.00 50.00 49.00 48.00 47.00 46.00 45.00 44.00 43.00 42.00 41.00
45 RL Capex 2016-17 56.00 56.00 54.00 53.00 52,00 51.00 50.00 49.00 48.00 47.00 46.00 45.00 44.00 43.00 4200
6 RL Capex 2017-18 57.00 56.00 55.00 54.00 53.00 52.00 51.00 50.00 49.00 4800 47.00 46.00 45.00 44.00 4300
47 | RL Gapex 2018-19 58.00 57.00 56.00 55.00 54.00 5300 5200 51.00 50.00 49.00 48.00 47.00 46.00 45.00 4400
48 RL Capex 2019-20 59.00 58.00 51.00 56.00 55.00 5400 53.00 52.00 51.00 50.00 49.00 48.00 47.00 46.00 4500
64
[ WARL 20.00 21.03 20.58 20.01 19.77 19.53 18 18.04 17.38 16.73 16.47 18.70 16.34 15.18 15,19 1558 16, REEZ] 20.58 26.64 4256
66
67 AssetClass 2 Service Pipes
68 | Value of net addition ($nominal) 810.00 2000 10.00 5000 8.00 10.00 - - - - - - - - - - - - - - -
9| Asset life 30.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 - - - - - - - - - -
70 | Value of Capital Base adjustment (Snominal) = = = - 30.00 - = - e = - = - = - - = - = -
7| Remaining life of Capital Base adjustment > s 5 c 4.00 5 s 5 c o 5 5 c c > s 5 c c 5
T2 D iated Capital Base adij - - - - 26.54 19.90 1327 663 - - - - - - - - - - - -
13| 0 783.00 756.00 729.00 702.00 648.00 621.00 504.00 567.00 540.00 §13.00 486.00 459.00 432.00 405.00 378.00 351.00 324.00 207.00 27000
74 1 1853 18.19 1785 17.52 17.18 16.84 1651 18.17 1583 1550 15.16 1482 14.49 14.15 1381
75| 2 91 895 878 862 8.46 8.30 8.13 7.97 781 7.64 7.48 732 7.16 6.99 683
7 3 4548 4468 4388 43.08 4228 4149 4069 3989 39.09 3830 37.50 370 3590 3510 M3
| 4 Depreciated Net Capex 2018-19 717 705 692 6.80 668 655 643 630 618 606 593 581 569 5.56 544
78 | 5 Depreciated Net Capex 2019-20 896 881 866 851 835 820 805 790 775 759 744 729 714 699 684
94
95 |
9 | RL Capital Base adjustments - - - - 400 300 200 1.00 - - - - - - - - - - - -
97 | RL Start Capital Base 27.00 2400 23.00 2200 21.00 2000 19.00 18.00 17.00 16.00 15.00 14.00 13.00 12.00 11.00 10.00
98 RL Capex 2015-16 55.00 54.00 5300 5200 5100 50,00 49.00 4800 47.00 46,00 45.00 44.00 43.00 4200 41.00
99 | RL Capex 2016-17 56.00 55.00 5400 53.00 5200 51.00 50.00 49.00 48.00 47.00 46.00 4500 44.00 43.00 4200
100 RL Capex 2017-18 §7.00 56.00 55.00 54.00 53.00 5200 51.00 50.00 49.00 48.00 47.00 46.00 45.00 44.00 43.00
101 RL Capex 2018-19 5800 57.00 58.00 55.00 54.00 5300 52.00 51.00 50.00 48.00 48.00 47.00 45.00 45.00 4400
102 RL Capex 2019-20 59.00 58.00 57.00 56.00 55.00 5400 53.00 52.00 §1.00 50,00 49.00 48.00 47.00 46.00 45.00
118|
119 2731 26.59 25.80 2525 2436 23.48 2262 2477 20.84 2043 19.34 1857 17.85 1746 16.53
120|
121 Asset Class 3
122 Value of net addition (Snominal) 705.00 1000 10.00 1000 10.00 10.00 - - - - - - - - - - - - - - =
123 Asset life 30.00 4000 40.00 40.00 40.00 40.00 40.00 40.00 4000 40.00 4000 = S c - = = s c = =
124 Value of Capital Base adjustment (Snominal) - - - - - 2000 - - - - - - - - - - - - - - -
125 q lfe of Capital Base - - - - 5.00 - - - - - - - - - - - - - - -
173 WARL 30.00 2016 28.33 27.62 26.72 26.85 2670 24.65 2338 2220 2101 2003 19.05 18.07 17.10 1613 15.16 1420 13.25 12.30 11.36
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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 6. However, all calculations are
performed in nominal dollar terms, and actual net capex is gross capex less disposals (but
including customer 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 access arrangement period for the TAB are
used as inputs to the PTRM for the next access arrangement period to calculate the tax
depreciation schedules for the purposes of tax analysis in the building block determination.

For the years in the current access arrangement period, the input cells include formula
references to the appropriate cells from the RFM input sheet. For previous access
arrangement periods the same update process as described in Box 5 is required for the TAB
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 9 provides an example of the TAB remaining lives sheet.

29 The input cells for the previous access arrangement periods will display an ‘enter input’ prompt.
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Figure 9 TAB remaining lives sheet

Al A } B | c I D | E 1 e | G 1 H | I J K 5 M N o B Q R S 15 u W w
1
2 Aus Gas - Tax Asset Lives Roll Forward - DNSP RFM - version 1
3
4
5
6
7
8 Asse Pipelines
9 | Value of net addition (Snominal) 45272 50.00 12.00 8.00 15.00 25.00 - - - - - - - - - - - - - - -
10 | Tax asset life 15.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 - - - - - - - - - -
1] Value of TAB adjustment (Snominal) - - - - 45.00 - - - - - - - - - - - - - - -
12 Remaining life of TAB adjustment - - - - 10.50 - - - - - - - - - - - - - - -
13 Depreciated TAB adjustments - - - - 45.00 4071 36.43 3214 2786 2357 19.29 15.00 10.71 643 214 - - - - -
14 0 Depreciated starting TAB 452.72 42253 39235 36217 33199 301.81 27163 24145 21127 181.09 150.91 120.72 90.54 60.36 30.18 0.00 - - - - -
15 | 1 Depreciated Net Capex 2015-16 3750 3500 3250 30.00 2750 2500 2250 2000 17.50 15.00 1250 10.00 750 5.00 250
16 2 Depreciated Net Capex 2016-17 960 9.00 840 780 720 6.60 6.00 540 480 420 360 3.00 240 180 120
17 3 Depreciated Net Capex 2017-18 6.80 6.40 6.00 560 520 480 440 400 360 320 280 240 200 160 120
18 4 Depreciated Net Capex 2018-19 1350 1275 12.00 125 10.50 975 9.00 825 750 675 6.00 525 450 375 3.00
19 5 Depreciated Net Capex 2019-20 2375 2250 225 20.00 1875 17.60 16.25 156.00 1375 1250 125 10.00 875 750 625
35
36 |
37 RL TAB adjustments - - - - 10.50 9.50 850 750 6.50 550 450 350 250 150 050 - - - - -
38 RL Start TAB 156.00 14.00 13.00 12.00 11.00 10.00 9.00 800 7.00 600 500 400 300 200 1.00 - - - - - -
39 | RL Capex 2015-16 15.00 14.00 13.00 12.00 11.00 10.00 9.00 8.00 7.00 6.00 5.00 400 300 200 1.00
40 RL Capex 2016-17 16.00 15.00 14.00 13.00 12.00 11.00 10.00 900 800 7.00 6.00 5.00 400 3.00 200
41 RL Capex 2017-18 17.00 16.00 15.00 14.00 13.00 12.00 11.00 10.00 9.00 800 7.00 6.00 5.00 400 300
42 RL Capex 2018-19 18.00 17.00 16.00 15.00 14.00 13.00 12.00 11.00 10.00 9.00 800 7.00 600 500 400
43 RL Capex 2019-20 19.00 18.00 17.00 16.00 15.00 14.00 13.00 12.00 11.00 10.00 9.00 8.00 7.00 6.00 500
59
W; WARL 15.00 14.63 13.82 1297 12.29 1.74 10.80 9.88 8.97 8.10 7.26 6.49 5.83 5.39 5.48 7.58 7.00 6.07 5.18 435 3.66
61
62 E sset Class 2 Service Pipes
63 Value of net addition (Snominal) 362 86 20.00 10.00 50.00 800 10.00 - - - - - - - - - - - - - - -
64 Tax asset Iife 15.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 - - - - - - - - - -
65 Value of TAB adjustment (Snominal) < = = = 25.00 S > A = z S 2 S = = £ 2 S 2 =
66 Remaining life of TAB adjustment - - - - 450 - - - - - - - - - - - - - - -
67 K TAB adjustments - - - - 2500 19.44 13.89 833 278 - - - - - - - - - - -
68 0 I 33867 31448 26610 24191 271 193 52 169.33 14514 12095 96.76 7257 4838 2419 - - - - - -
69 1 Depreciated Net Capex 2015-16 17.00 16.00 15.00 14.00 13.00 1200 11.00 10.00 9.00 8.00 7.00 6.00 5.00 4.00 3.00 200 1.00
70 2 Depreciated Net Capex 2016-17 9.00 850 800 750 7.00 650 6.00 550 5.00 450 400 350 3.00 250 200 150 1.00
7| 3 Depreciated Net Capex 2017-18 4750 45.00 4250 40.00 3750 35.00 3250 30.00 2750 2500 2250 20.00 17.50 15.00 1250 10.00 750
72| 4 Depreciated Net Capex 2018-19 8.00 760 720 6.80 6.40 6.00 560 520 480 440 400 360 320 280 240 200 160
% 5 Depreciated Net Capex 2019-20 950 9.00 850 800 750 7.00 6.50 6.00 550 500 450 4.00 350 3.00 250
90
91 RL TAB adjustments - - - - 450 350 250 1.50 050 - - - - - - - - - - -
92 | RL Start TAB 12.00 900 8.00 7.00 6.00 5.00 4.00 3.00 200 1.00 - - - - - -
93 RL Capex 2015-16 15.00 14.00 13.00 12.00 11.00 10.00 9.00 8.00 700 6.00 5.00 4.00 3.00 200 1.00
94 RL Capex 2016-17 16.00 15.00 14.00 13.00 12.00 11.00 10.00 9.00 8.00 7.00 8.00 5.00 400 3.00 200
95 RL Capex 2017-18 17.00 16.00 15.00 14.00 13.00 12.00 11.00 10.00 900 800 7.00 6.00 5.00 400 300
96 RL Capex 2018-19 18.00 17.00 16.00 15.00 14.00 13.00 12.00 11.00 10.00 9.00 800 7.00 6.00 5.00 4.00
0% RL Capex 2019-20 19.00 18.00 17.00 16.00 15.00 14.00 13.00 12.00 11.00 10.00 9.00 8.00 7.00 6.00 5.00
11
114 WARL 15.00 1433 13.54 13.56 12.78 11.54 10.69 9.87 9.09 8.40 7.69 6.95 6.33 5.94 6.08 7.95 6.98 6.01 5.06 414 3.26
115
116 Asset ClI ] y Re {
117, Value of net addition (Snominal) 31543 10.00 10.00 10.00 10.00 10.00 - - - - - - - - - - - - - - -
118 Tax asset life 15.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 2000 20.00 - - - - - - - - - -
119 Value of TAB adjustment (Snominal) = - - - - 2500 - - - - = - o = - = - - - - =
120 'Remaining life of TAB adjustment - - - - 6.00 - - - - - - - - - - - - - - -
168 WARL 15.00 1420 13.43 1271 12.04 12.02 11.03 10.04 9.06 8.08 71 6.15 5.48 5.06 5.25 825 729 6.33 5.40 4.50 367
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2.10 PTRM input summary sheet

The PTRM input summary sheet outlines the opening capital base values (column J) and
the opening TAB values (column N) for the next access arrangement period. These values
are set out by asset classes in rows 7 to 56, based on the closing capital base 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 access arrangement 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 access
arrangement period. The information from the PTRM input summary sheet is sourced from
the RFM input, Total capital base roll forward, TAB roll forward, Capital base
remaining lives and TAB remaining lives sheets.3°

Figure 10 provides an example of the PTRM input summary sheet.

Figure 10 PTRM input summary sheet

ABCD E F G H 1 J K L M N o P Q R
1
2 Aus Gas - PTRM Input Summary - DNSP RFM - version 1
3
4
5 Opening Capital Base for 2020-21 ($m Nominal)
Length of
Average Opening  Average Tax Base Access
Opening Asset  Assets Under Remaining Life ~ Standard  Tax Asset Remaining Life Tax Standard Regulatory  Arrangement
6 Asset Class Name. Value Construction (Year) Life (Year)  Value (Year) Life (Year) Year Period (Year)
7 Asset Class 1 Pipelines 1,024.18 ' : 195 ' 44346 nr : 2020-21 I
8 Assét Class 2 Service Pipes 89127 281 354.01 15
9 Asset Class 3 Supply Regulators/Valve Stations 679.06 i 2.8 : 230.20 120
10 Asset Class 4 SCADA 33372 i o 5.7 ' 69.35 1.7 i
1 Asset Class 5 Meters 300.66 57 167.79 83
12 Asset Class 6 Computer Equipment 2816 - 5.4 17.50 30
13 Asset Class 7 Vehicles. - 304 FEEdHEE 50 i 3.00 37 &
1 Asset Class 8 Land and easements 589.26 na 244.21 wa
15 Asset Class 9 - - - -
16 Asset Class 10
17 Asset Class 11
18 Asset Class 12
19 Asset Class 13
20 Asset Class 14
21 Asset Class 15
2 Asset Class 16
23 Asset Class 17
24 Asset Class 18
2 Asset Class 19
2 Asset Class 20
27 Asset Class 21
28 Asset Class 22
29 Asset Class 23
30 Asset Class 24
31 Asset Class 25
32 Asset Class 26
3 Asset Class 27
34 Asset Class 28
35 Asset Class 29
36 Asset Class 30
37 Asset Class 31
38 Asset Class 32
39 Asset Class 33
0 Asset Class 34
4 Asset Class 35
a2 Asset Class 36
43 Asset Class 37
a4 Asset Class 38
45 Asset Class 39
46 Asset Class 40
a7 Assét Class 41
8 Asset Class 42
49 Asset Class 43
50 Asset Class d4.
51 Asset Class 45
52 Asset Class 46
53 Asset Class 47 Spare straight-ine tax asset class - - - -
54 Asset Class 48 Buildings §7.06 G 290 i 29.36 334
55 Asset Class 49 In-house software 001 il 37 : 7.80 37
56 Asset Class 50 Equity raising costs 118 250 - 0.00 50
57 Total 391052 - 1,566.76
30

Where the capital base value is negative, the remaining life will be set to the lower of the standard asset life for the asset
class and the access arrangement period length. Similarly, where the capital base 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 access
arrangement period length.
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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.

A common adjustment made by gas distribution service providers 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 gas distribution service provider 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 the
Inputs working 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 11 provides an example of the Inputs working sheet.

Figure 11 Inputs working sheet

A B Cc D E F G H | J K {L M N
1
2 Aus Gas - Inputs Working - DNSP RFM - version 1
Clear Sheet

3

4 Actual Capital Expenditure — As Incurred: before in capitalised provisions (Sm

5 Year 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

6 Pipelines 4200 51.00 14.00 900 16.00 26.00

7 Service Pipes 23.00 21.00 11.00 51.25 9.00 11.00

8 Supply Regulators/Valve Stations 11.00 12.00 11.00 11.00 11.00 11.00

9 SCADA 1025 10.00 10.00 11.00 10.00 10.00

10 Meters 925 10.00 9.00 9.00 9.00 9.00

1 Computer Equipment 8.00 825 8.00 8.00 8.00 9.00
12 Vehicles 7.00 725 7.00 700 8.00 7.00
13 Land and easements 6.00 6.00 6.00 6.00 6.00 6.00
53 Buildings 500 525 5.00 500 6.00 5.00
54 in-house software 4.00 4.00 4.00 4.00 4.00 4.00
55 Equity raising costs - - - - - -
56 Total 11500 12200 7400 11000 75.00 87.00
57

58

59 in [ (8m

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 Pipelines - 100;- 100 - 200 - 100 - 100 - 100
62 Service Pipes - 1.00 - 100 - 100 - 125 - 100 - 100
63 Supply Regulators/Valve Stations - 100- 200 - 100 - 100 - 100 - 100
64 SCADA - 126- 100 - 100 - 200 - 100 - 100
65 Meters - 125(- 200 - 100 - 100 - 100 - 100
66 Computer Equipment - 100 - 125 - 100 - 100 - 100 - 200
67 Vehicles - 100 - 125 - 100 - 100 - 200 - 100
68 Land and easements - 1.00 (- 100 - 100 - 100 - 100 - 1.00
108 Buildings - 100 - 125 - 100 - 100 - 200 - 100
109 In-house software - 100{- 100 - 100 - 100 - 100 - 100
110 Equity raising costs
11 Total 11500 12200 7400 11000 75.00 87.00
112
113
114 Actual Capital -As : after in P i (Sm
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 Pipelines 41.00 50.00 12.00 800 15.00 25.00
117 Service Pipes 2200 20.00 10.00 50.00 8.00 10.00
118 Supply Regulators/Valve Stations 10.00 10.00 10.00 10.00 10.00 10.00
119 SCADA 9.00 9.00 9.00 9.00 9.00 9.00
120 Meters 8.00 8.00 8.00 8.00 8.00 8.00
121 Computer Equipment 7.00 7.00 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 5.00 5.00 5.00 5.00 5.00 5.00
163 Buildings 400 400 400 4.00 4.00 400
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 capital base and TAB for each asset class across the relevant lives of the
assets. Specifically, the tracking module is a set of Microsoft Excel sheets combined into one
file and is an attachment to the RFM that performs calculations to derive:3!

o forecast capital base and TAB depreciation schedules for the next access arrangement
period

e actual capital base and TAB depreciation schedules for the current access arrangement
period.

The tracking module allows the user to vary the inputs to assess their impact on the output
data and other derived parameters. Figure 12 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 post-tax revenue model (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 macros included in the module. If these
elements are changed, errors may occur.

A.1.1 Capital base depreciation tracking

To operate the tracking module for capital base depreciation, enter the inputs in the Capital
base input sheet (section B.1)—for example, the starting capital base3?, actual capex,
capital base adjustments, capital base asset lives, or actual CPI rate. These inputs can be
sourced from the accompanying RFM for the current access arrangement period.

The tracking module then uses this data to calculate the depreciation schedules for each
asset class—disaggregated by the starting capital base, each year of capex, capital base
adjustments, and t—1 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 Capital base tracking sheet (section B.2).33

31 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.
32

33

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 gas distribution service provider begins tracking capex from 2014-15, these dollar terms will be
2013-14 dollar terms.
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The Capital base tracking summary (section B.3) sheet converts the total depreciation for
each asset class from the Capital base tracking sheet to PTRM base dollar terms.3*

Figure 12 Overview of the tracking module sheets

INPUTS

CALCULATIONS

OUTPUTS

Capital base input Capital base tracking Tracking output

User enters all input data.
This comprises:

» Business and tracking

= Actual inflation, nominal
& real vanilla WACC

» Starting capital base
values & remaining lives

» Actual gross capex,
dizposals and customer
contributions

= Capital base standard
lives

= Capital base asset
adjustment values &
remaining lives

* Capex true-ups for years
1

» Closing capital base at
the end of the RFM
period

TAB input?

I*III

User enters all input data.

This comprises:

+* Business and TAB
tracking period inputs

» DV multiplier

+ Starting TAB values &
remaining lives

+ Actual gross capex &
disposals

» Actual immediately
expensed capex

» Tax & capital base
standard lives

* TAE asset adjustments &
remaining lives

+ Capex tax depreciation
approach (SL/DV)

perniod inputs SN

Calculates the depreciation
schedule for the:

« Starting capital base

* Each year of net capex

» Capital base asset
adjustments

» Capex true-ups for years t—1

Capital base tracking

summary

Converts the total depreciation
to FTRM base dollars.

Calculates an adjustment to
align the sum of the forecast
capital base depreciation with
the closing capital base from
the RFM of the current period.’

TAB tracking

Calculates the tax depreciation
schedule for the:

For FTRM inputs:

+ Aligns the depreciation
zchedules in the Capital
base tracking summary
sheet to the RFM closing
capital base using the
adjustment calculated in
the Capital base
tracking summary
sheet.

» Summarizes the forecast

TAB depreciation from
the TAB tracking sheet

For RFM inputs:

+ Summarises the actual
TAEB depreciation from
the TAB tracking sheet

+ Starting TAB
* Each year of net capex
* TAE asset adjustment.

1. Inthe case of reopeners, the adjustment will align to the adjusted closing capital base.
By default, some of the input sections in the TAB input sheet will reference the corresponding sections in the
Capital base input sheet. These inpuis comprise business and fracking period inputs, gross capex and disposals
and capital base standard lives and capital base adjustment remaining lives. Where only TAE depreciation
tracking is required—aor where capital base and TAE depreciation tracking start in different years—the default
formulae in input cells of the TAB input sheet should be overwritten with the comect values.

34

The PTRM base dollar terms refers to the input terms of the PTRM for which the tracking module will provide the forecast
capital base depreciation. It is therefore at end of year dollar terms of the current access arrangement period (in relation to
RFM), or at the start of the next access arrangement period (in relation to PTRM).
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Finally, because the capital base depreciation outputs of the tracking module become inputs
to the PTRM, the Tracking output sheet (section B.4) calculates the forecast capital base
depreciation for each asset class in respect of the next access arrangement period. This
sheet provides the data that serve as inputs to the PTRM in the required format.3°

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.36

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).3’

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 access arrangement period which serves as
an input to the PTRM

e total actual tax depreciation for the current access arrangement period, which serves as
an input to the RFM.

35

The tracking module can also be used to derive actual capital base depreciation to be used as an input to the RFM.
36

By default, some of the input sections in the TAB input sheet will reference the corresponding sections in the Capital
base input sheet. These inputs comprise business and access arrangement period data, gross capex, disposals, capital
base standard lives and asset adjustment remaining lives. Where the tracking module is used for both capital base and
TAB depreciation and commence from the same starting year, the default formulae in the TAB input sheet will reference
the correct values in the Capital base input sheet and can be retained. Where only TAB depreciation tracking is
required—or where capital base and TAB depreciation tracking start in different years—the default formulae in the input
cells of the TAB input sheet should be overwritten with the correct values.

37 For each asset class, the total calculated depreciation includes the impact of immediate expensing.
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B Capital base depreciation tracking

B.1 Capital base input sheet

The Capital base input sheet provides for key input variables for capital base 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

e starting capital base and actual gross capex—as incurred
e actual asset disposals—as incurred

e actual customer contributions—as incurred

e capital base lives

e asset adjustments — capital base

e asset adjustment remaining life — capital base

« adjustment for year t—1 capex3®

e RFM closing capital base

» RFM closing capital base — adjusted for mid-period reopeners.3°

Unlike the RFM and the PTRM, the tracking module retains inputs and calculations across
multiple access arrangement periods. For the first access arrangement 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 access
arrangement period.

This sheet also contains two buttons that initiate macros that are used to expand the
calculations of the tracking module—inserting additional access arrangement 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 13 provides an example of the Capital base input sheet.

38
39

The term ‘year t—1’ refers to the final year of the previous access arrangement period.
Reopeners includes contingent projects and cost pass throughs.
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Figure 13 Capital base input sheet

ABC D E F G H J K L M N o P Q
1
2 DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 Input clls i blue Add years {o calculation LU T:GI:\U:;;%‘IEI )
3
4 Year 2013-14 2014-15 2015-16 201617 2017-18 2018-19 201920 202021 2021-22 2022-23 2023-24 2024-25
5
[} General information
7
8 DNsP
9 tracking 201518
10 201520
1 s
12
13 Partially-lagged
14 2.65%) 3.10% 220% 275% 172% Loo%
15 097 100 103 106 108 111 113 115 115 115 115 115
16
17 illa WACC (fixed real time varying) 5.16% 7.63% 6.65% 7.26% 6.18% 6.15%
18 laWACC index 3 092 100 108 115 123 131 139 139 139 139 139 139
19 Re: ACC 6.34% a.39% 2.39% 4.39% 439% a.39%
20 Real vanilla WACC index 0.94 100 104 109 114 119 124 124 124 124 124 124
21
22 base and nominal)
Capital base
(closing as at 2014 Actual gross Actual gross Actual gross Actual gross Actual gross
23 15) capex (2015-16) capex (2016-17) <apex(2017-18) capex (2018-19) capex (2019-20)
24 Asset class
25 Pipelines 1,020.00 50.00 12.00 8.00 15.00 25.00
75 Total 433650 12200 78.00 11000 75.00 87.00
7
7 Actual asset disposals - As incurred ($m, nominal)
Actual asset Actual asset Actual asset Actual asset Actual asset
disposals disposals disposals disposals disposals
78 Rsset class (2015-16) (2016-17) (2017-18) (2018-19) (2019-20)
79 Pipelines = = = = =
129 Total 6.00 7.00 600 7.00 600
130
131 Actual customer contributions - As incurred ($m, nominal)
Actual customer  Actual customer  Actual customer  Actual customer  Actual customer
132 Asset class (2015-16) (2016-17) (2017-18) (2018-19) (2019-20)
133 Pipelines = 5 E 5 3
183 Total 2.00 2,00 2.00 2.00 2.00
184
185 Capital base lives (years) 7
Capital base
standard life Capital base Capital base
previous period remaining life (as  standard life
186 Asset class (2010-15) at 2014-15) (2015-20)
187 Pipelines 50.00 20.00 60.00
237
238 - Capi (5m, nominal)
Final year capital
base adjustments
239 Asset class (2019-20)
240 Pipelines 50.00
290 Totol -
291
202 Asset adjustment remaining life - Capital base (years)
Asset
adjust
remaining life
293 Asset class (2019-20)
294 Pipelines 10.00
344
345 Adjustment for difference in t-1 capex - As incurred ($m, nominal)
Actual and
forecast 2014-15
346 Asset dlass «capex difference
347 Pipelines 284
397 Total - 375
398
399 RFM dlosing capital base ($m, nominal)
Capital base
(closing as at
400 2019-20)
401 Asset class Depreciable asset
402 Pipelines Yes 102818
452 Total - - - 391052
453
454 i base - Adj nomiral)
455
456 Rsset class
457 Pipelines 10213
507 Total - - - - 391052

B.1.1 General information

The Capital base 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 an access arrangement 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 an access
arrangement period.
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The tracking module template is configured to initially accommodate capital base
depreciation tracking for a single period of 5 years in length.4? This can be expanded using
the macro buttons (discussed below). For subsequent periods of capital base depreciation
tracking, the user initiates the macro to expand the calculations (section B.5), and enters the
access arrangement period inputs—years and length—in the relevant column.*!

Inflation and rate of return

Actual annual inflation rates—based on the consumer price index (CPl)—over the relevant
years of capital base 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 capital base 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 weighted average cost of capital (WACC) rates used in the
building block determinations corresponding to the relevant years of capital base
depreciation tracking in rows 17 to 20. These parameters are linked to the Capital base
tracking and Capital base tracking summary sheets.

B.1.2 Starting capital base and actual gross capex — as incurred

The starting capital base comprises of the values as at the first year of capital base tracking.
It is the regulatory value of the historical assets at the start of capital base depreciation
tracking that will be depreciated as one group. The actual gross capex is adjusted for asset
disposals and customer contributions to calculate the net capex to be depreciated. The
Capital base input sheet requires values for the starting capital base (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 capital
base depreciation tracking.

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

40 Where the first access arrangement period of capital base 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.
41 For example, where an access arrangement 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 access arrangement periods in the correct column.

42 See section 2.3.6.
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Consistent with the RFM and PTRM, the tracking module is configured to accommodate up
to 50 asset classes.*3 The number of asset classes used in the tracking module will vary
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 capital base

The starting capital base values for each asset class are recorded in column G. The starting
capital base is the closing value of the final year for the previous access arrangement period.
This is the same value as the opening capital base at the start of the current access
arrangement period where capital base depreciation tracking commences. These asset
values can be sourced from the Total capital base 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 Capital base tracking sheet.

Actual gross capex — as incurred

The actual gross capex values for each year of capital base 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 Capital base tracking sheet.

Consistent with the RFM, at the time the final decision is made these inputs for the final year
of the current access arrangement period will typically remain as estimates.** These final
year estimates will be updated 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 Capital base tracking sheet.

B.1.4 Actual customer contributions — as incurred

The values of actual assets contributed by other parties over the access arrangement period
for each year are recorded in rows 133 to 182.These inputs are assumed to be in middle of

43 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 access arrangement periods subsequent to the
2018 tax review. These are for assets related to ‘In-house software’, ‘Buildings’ and ‘Equity raising costs’.
44 At the draft decision stage, typically the last two years of the current access arrangement period will remain as estimates.
This is also consistent with the RFM.
Consistent with the RFM, at the time the final decision is made these inputs for the final year of the access arrangement

period will typically remain as estimates. These final year estimates will be updated with actuals at the next reset.

45
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the year terms based on nominal dollar terms. Actual customer contributions can be sourced
from the RFM input sheet of the accompanying RFM.#¢ These values are linked to the
depreciation calculations in the Capital base tracking sheet.

B.1.5 Capital base lives

The capital base 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 Capital base tracking sheet.

Capital base remaining lives

The capital base remaining lives of each asset class are recorded in column G and reflect
the economic lives of the tracking module’s starting capital base (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 Capital base tracking sheet to
calculate the depreciation of the starting capital base values.

Capital base standard lives

The capital base standard lives measure how long the infrastructure would physically last if it
had just been built. The capital base standard lives for each asset class are recorded in rows
187 to 236 for each access arrangement period tracked in the relevant column.*’

The standard lives recorded in column F relate to those for the period preceding the first

access arrangement period when tracking commenced. These standard lives are used to
calculate the depreciation of any true-ups for capex prior to the first access arrangement

period for tracking (section B.1.8).

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

These values should be consistent with those contained in the PTRM used in the relevant
building block determination for the gas distribution service provider. They are referenced in
the Capital base 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 of the previous access arrangement
period.

46 Consistent with the RFM, at the time the final decision is made these inputs for the final year of the access arrangement

period will typically remain as estimates. These final year estimates will be updated with actuals at the next reset.
47 For example, where an access arrangement period is for 2020-25, the capital base 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

186) to assist with entering the relevant inputs for future access arrangement periods in the correct column.
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B.1.6 Asset adjustments (as incurred) — capital base

The input section for asset adjustments is primarily for recording final year asset adjustments
at the end of the current access arrangement period. This data may be required where the
gas distribution service provider has adjusted its closing capital base by removing or adding
assets (such as for a change in service classification) in the final year of the access
arrangement 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 capital base asset adjustments in one or more years within an
access arrangement 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 capital base), these
values are referenced in the Capital base input sheet for RFM closing capital base —
adjusted for mid-period reopeners (section B.1.10). The asset adjustments are referenced
and used for calculating depreciation in the Capital base tracking sheet.

B.1.7 Asset adjustments remaining life — capital base

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 Capital base tracking sheet.

B.1.8 Adjustment for difference in year t—1 capex — as incurred

The adjustment for the difference in year t—1 capex are recorded in rows 347 to 396 in the
relevant column for year t—1 and refers to the difference between actual and estimated net
capex for that year.*?

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 the year terms
based on nominal dollar terms.

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

48 We consider that these within-period adjustments would be allowed in the case of reopeners such as a contingent project

determination where capital base adjustments occur within the period.
49 For example, where an access arrangement period is for 2020-25, the adjustment to year t—1 capex applicable to this
period should be entered in the column for 2019-20. The tracking module has been configured to provide a heading

prompt (row 346) to assist with entering the relevant inputs for future access arrangement periods in the correct column.

Roll forward model handbook | Gas distribution network service providers 39



B.1.9 RFM closing capital base

The RFM closing capital base values are recorded in rows 402 to 451 in the relevant column
for the final year of the current access arrangement period.* The inputs refer to the closing
capital base values calculated in the accompanying RFM for the final year of the current
access arrangement period.

These inputs can be sourced from the PTRM input sheet of the RFM and are linked to the
RFM closing capital base adjusted values (section B.1.10). They are used to calculate the
capital base 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.1.10RFM closing capital base (adjusted for mid-period reopeners)

This section on RFM closing capital base adjusted values does not require inputs to be
recorded. For each asset class, the adjusted closing capital base is calculated where capital
base 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 capital base values (adjusted for mid-period
reopeners) are displayed in rows 457 to 506.

If no mid-period asset adjustments are recorded, the values in the RFM closing capital base
adjusted section will be equal to the RFM closing capital base values (section B.1.9).

Where mid-period asset adjustments are recorded, the RFM closing capital base adjusted
values are required to correctly align the forecast capital base depreciation schedule with the
asset values included in the capital base. This is consistent with the requirements of rule
89(1)(d) of the NGR.

Figure 14 shows the recorded mid-period asset adjustments and Figure B.3 shows the
resulting RFM closing capital base adjusted values.

50 For example, where an access arrangement period is for 2020-25, the RFM closing capital base should be entered in the

column for 2024-25. The tracking module has been configured to provide a heading prompt (row 400) to assist with
entering the relevant inputs for future access arrangement periods in the correct column.

The RFM closing capital base is equivalent to the PTRM opening capital base. Rule 89(1)(d) of the NGR 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 capital base for the relevant distribution system.

51
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Figure 14 Capital base input sheet—capital base adjustments made within
the access arrangement period

ABC D E F G H | J K L M N o
! Insert additional
2 DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation | nse z-:md:lp"ngap
3
4 Year 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23
238| incurred) - Capital base [$m, nominal}
Final year Mid-period
capital base asset
adjustments adjustment
238 Asset class [2015-20) [2021-22)
240 Pipelines 50.00 20.00
24 Service Pipes 30.00 20.00
242 Supply Regulators/Valve Stations 30.00
243 SCADA 50.00 15.00
244 Meters 15.00
245 Computer Equipment
246 Vehicles
247 Land and easements
248 o
249 0|
Figure 15 Capital base input sheet—RFM closing capital base adjusted
values
4 ABC D E F G H J K L M N o
L Insert additional
2 DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation ‘ nse ;:'ad:;’z_‘ngapg
3
4 Year 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23
399 RFM clasing capital base (5m, nominal]
A Capital base
(closingasat
400 Depreciable 2015-20)
401 Asset class asset
402 Pipalinas. 1,024.18
403 Service Pipes 881.27
404 Supply Regulators/Valve Stations Yes £79.06
405 SCADA Yes 333.72
408 Maters Yes 309.65
407 Computer Equipment Yes 2816
408 Vehicles Yes 304
409 Land and easemen! ts HNo 5829.26
449 Buildings Yes 57.06
450 In-house softwars Yes 0.01
45 Equity raising costs Yes 118
452 Toral 391052
453
454 RFM closing capital base - Adj for mid-peri minal}
Adjusted capital
base (closing as
455 at2019-20)
456 Assetclass
457 Pipelines 1,043.25
458 Service Pipes 871.61
459 Supply Regulators/Valve Stations 679.06
460 SCADA 31897
461 Matars 32442
462 Computer Equipment 2816
463 Vehicles 3.04
464 Land and easements 589.26
504 Buildings 57.06
505 In-house softwars 0.01
506 Equity raising costs 118
507 Total 3,810.57

B.2 Capital base tracking sheet

The Capital base 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 capital base tracking components for:

o the starting capital base

e each year of tracked capex

¢ adjustments to year t—1 capex
o other capital base adjustments.

Figure 16 provides an example of the Capital base tracking sheet.

52 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 gas distribution service provider begins tracking capex from 2015-16, these dollar terms will be
2014-15 dollar terms.
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Figure 16 Capital base tracking sheet

4 ABCD E F | G H | J K 12 M N o] P Q
1
2 DNSP - Capital base tracking - Gas DNSP RFM - Depreciation tracking module - version 1
3
4 Year ($m, real 2014-15) I 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
5
6 Asset class 1 Pipelines |
7 Value of starting capital base and net capex addition 1,020.00 50.53 1171 7.66 1391 2278 = = B = =
8 Initial remaining life and standard lives (years) 20.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00
9 Adjustment for difference in t-1 capex 3.48 = - = < - = = =
10 Remaining life of adjustment for t-1 capex (years) 45.00 - - - < = < = - = -
1 Asset adjustment - Capital base 4423 - 17.40 -
12 Remaining life of asset adjustment - Capital base (years) - - = = 10.00 = 13.00 = - -
13
14 Year-by-year tracking |
32 Pipelines - depreciation 51.00 51.84 52.04 52.17 52.40 57.28 57.28 57.28 57.28 57.28
33
34| Assetcass2  Service Pipes
35 Value of starting capital base and net capex addition 810.00 2021 9.76 47.87 7.42 9.11 - = - = -
36 Initial remaining life and standard lives (years) 30.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00
37 Adjustment for difference in t-1 capex 3.67 - - - - - - -
38 Remaining life of adjustment for t-1 capex (years) 45.00 - =
39 Asset adjustment - Capital base = = = = 26.54 =z = 17.40 = = =
40 Remaining life of asset adjustment - Capital base (years) 4.00 - 14.00 -
4
42 Year-by-year tracking
60 Service Pipes - depreciation 27.00 27.34 27.50 28.30 28.42 35.29 35.29 35.29 35.29 28.65
61
62 | Assetclass3  Supply Regulators/Valve Stations
63 Value of starting capital base and net capex addition 705.00 10.11 9.76 9.57 9.27 9.11 = = - = -
64 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 40.00 40.00
65 Adjustment for difference in t-1 capex 0.55 - - - - - - -
66 Remaining life of adjustment for t-1 capex (years) 35.00 - ~ - < - = -
67 Asset adjustment - Capital base - = - - 26.54 - - - - -
68 Remaining life of asset adjustment - Capital base (years) - - - 5.00 - - -
69
70 Yaar-by-yaar tracking |
88 Supply [Valve Stations - 23.50 23.75 24.00 24.24 24.47 19.40 19.40 19.40 19.40 19.40
89
90 | Assetclass4  SCADA I
91 Value of starting capital base and net capex addition 602.00 9.10 878 8.62 834 820 - - - - -
92 Initial remaining life and standard lives (years) 10.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00
93 Adjustment for difference in t-1 capex 5.41 - = - = = = =
94 Remaining life of adjustment for t-1 capex (years) 35.00 - = = - - - = - = -
95 Asset adjustment - Capital base 4423 13.05
9 Remaining life of asset adjustment - Capital base (years) - = = = 7.00 - 18.00 - = =
97
98 Year-by-year tracking
116, SCADA - depreciation 60.20 60.81 61.39 61.97 62.52 56.91 56.91 56.91 56.91 56.91
117
118 Assetclass5  Meters
119 Value of starting capital base and net capex addition 502.00 6.06 5.86 574 5.56 547 = - = - =
120 Initial remaining life and standard lives (years) 10.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00
121 Adjustment for difference in t-1 capex 1.56 - - - - - - - -
122 Remaining life of adjustment for t-1 capex (years) 25.00 - - - - - = - - = -
123 Asset adjustment - Capital base 13.05 -
124 Remaining life of asset adjustment - Capital base (years) = - = = = 17.00 =
125
126 Year-by-year tracking
144 Meters - depreciation 50.20 50.60 50.99 51.38 51.75 52.18 52.18 52.18 52.18 52.18
145
146 Asset class 6
147 Value of starting capital base and net capex addition 402.00 7.07 6.83 6.70 6.49 6.38 = = < = <
148 Initial remaining life and standard lives (years) 5.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00
149 Adjustment for difference in t-1 capex 2.84 - - - - - - =
150 Remaining life of adjustment for t-1 capex (years) 5.00 - - - - - - - -
151 Asset adjustment - Capital base - - -
152 Remaining life of asset adjustment - Capital base (years) = & = = = = =
153
154 Year-by-year tracking
172 Computer Equipment - depreciation 80.40 81.41 82.39 83.34 84.27 5.35 5.35 5.35 4.34 3.36
173
174, Asset class 7 Vehicles
175 Value of starting capital base and net capex addition 302.00 1.01 0.98 0.96 093 091 - - - - -
176 Initial remaining life and standard lives (years) 4.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
177 Adjustment for difference in t-1 capex - 4.86 - - - - - - - - - -
178 Remaining life of adjustment for t-1 capex (years) 2.00 - - - = = = = = - =
179 Asset adjustment - Capital base - - = - - -
180 Remaining life of asset adjustment - Capital base (years) - - - - - - - -
181
182 Year-by-year tracking
200 Vehicles - depreciation 75.50 75.70 75.90 76.09 077 - 147 - 1.67 0.56 0.37 0.18
201
202 Asset class 8 Land and easements |
203 Value of starting capital base and net capex addition 508.00 4.04 3.90 383 371 3.65 > & S = >
204 Initial remaining life and standard lives (years) n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
205 Adjustment for difference in t-1 capex b 1.01 = = = 2 ~ = - = - =
206 Remaining life of adjustment for t-1 capex (years) n/a_ - - - - - - - - - -
207 Asset adjustment - Capital base
208 Remaining life of asset adjustment - Capital base (years) - - - - - - - - - -
209
210 Year-by-year tracking |
228 Land and easements - depreciation - - - - - - - - - -
229
The Capital base tracking sheet comprises 50 sections—one for each asset class. The
data for Asset class 1 is shown in Figure 17 and comprises:
o data derived from the Capital base input sheet in rows 7 to 12 (cells with light blue
shading)
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e calculations for year-by-year real straight-line depreciation of capital base tracking
components in rows 15 to 32 (cells with white shading).%3

Figure 17 Capital base tracking sheet—Asset class 1

ABCD E F G H I J K L M N o P Q R
1
2 DNSP - Capital base tracking - Gas DNSP RFM - Depreciation tracking module - version 1
3
4 Year ($m, real 2014-15) 2014-15 201516  2016-17  2017-18  2018-19 201920 202021  2021-22 202223 202324  2024-25  2025-26
5
6 Asset class 1 Pipelines
7 Value of starting capital base and net capex addition 1,020.00 50.53 1171 7.66 1301 2278 - - - - -
8 Initial remaining life and standard lives (years) 20.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00
9 Adjustment for difference in t-1 capex 348 = = - - = - - - -
10 Remaining life of adjustment for t-1 capex (years) 45.00 - -
1 Asset adjustment - Capital base - - 4423 17.40
12 Remaining life of asset adjustment - Capital base (years) = = - - 10.00 - 13.00
13
14 Year-by-year tracking
15 Depreciation of starting capital base 51.00 51.00 51.00 51.00 51.00 51.00 51.00 51.00 51.00 51.00 51.00
16 Depreciation of net capex 2015-16 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84 0.84
17 Depreciation of net capex 2016-17 0.20 0.20 0.20 020 020 020 0.20 0.20 020
18 Depreciation of net capex 2017-18 0.13 0.13 013 013 013 0.13 0.13 013
19 Depreciation of net capex 2018-19 0.23 0.23 0.23 0.23 0.23 0.23 0.23
20 Depreciation of net capex 2019-20 038 0.38 0.38 0.38 0.38 038
21
22
23 Depreciation of t-1 adjustment 2014-15 0.08 0.08 0.08 0.08 0.08 0.08
24
25
26 Depreciation of asset adjustments - Capital base 2015-16
27 Depreciation of asset adjustments - Capital base 2016-17
28 Depreciation of asset adjustments - Capital base 2017-18
29 Depreciation of asset adjustments - Capital base 2018-19 - - - - - -
30 Depreciation of asset adjustments - Capital base 2019-20 442 442 442 442 442 442
31
32 Pipelines - depreciation 51.00 51.84 52.04 52.17 52.40 57.28 57.28 57.28 57.28 57.28 57.28

B.2.1 Data derived from Capital base input sheet

For each asset class, the section with light blue shaded cells contains data derived from the
inputs entered in the Capital base input sheet. This section references the starting capital
base, 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 Capital base input sheet.

For Asset class 1, the starting capital base 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 year t—1 capex and their remaining
lives are displayed in rows 9 and 10. Asset adjustments and the relevant remaining lives are
displayed in rows 11 and 12. For each asset class presented, the relative order and location
of these values are the same.

Starting capital base and remaining life

The starting capital base 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 Capital
base input sheet. The remaining life displayed is the life which applies to the starting capital
base.

o3 By default, the Capital base tracking sheet accommodates a single access arrangement 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 gas distribution service provider begins tracking capex from 2015-16, the
Capital base tracking sheet will display the depreciation calculations in real 2014—15 dollar terms. The Capital base
tracking sheet then continues displaying the data in real 2014-15 dollar terms even when subsequent access
arrangement periods’ capex are added to the tracking module.

54
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Net capex and standard lives

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

Adjustments for the difference in year 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 access arrangement
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 access
arrangement 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 capital base.>8
Asset adjustment and remaining life

Where a gas distribution service provider 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 Capital base depreciation schedules

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

For Asset class 1, the values are displayed in rows 15 to 32 (Figure 17). The depreciation
schedules relate to:

e the starting capital base (row 15)
e actual net capex (rows 16 to 20)

e adjustments to year t—1 capex (row 23)

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

year inputs in the Capital base input sheet.

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

This is because for the subsequent access arrangement periods of depreciation tracking the difference in year t—1 capex is

56

57

already captured by the inputs on the RFM input sheet when updating the previous estimate of gross capex with actual
capex incurred.

o8 It is equal to the standard life for the relevant year of capex less the time taken for the adjustment to enter the capital base.

For a typical five year access arrangement period this equates to the standard life less 5 years for a year t—1 adjustment.
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¢ other asset adjustments (rows 26 to 30)
o total asset class depreciation (row 32).

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 capital base.

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

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

B.3 Capital base tracking summary sheet

The Capital base tracking summary sheet converts the total forecast depreciation for the

next access arrangement period (by asset class) from tracking module base dollar terms to

PTRM base dollar terms.>® The forecast depreciation schedules are contained in columns H
and onwards®® for each asset class.

The Capital base tracking summary sheet also calculates an adjustment to ensure the
depreciation schedules are in accordance with the requirements of the NGR.%! For each
asset class, the adjustment is displayed in percentage terms in column E and is equal to the
RFM closing capital base (column D) divided by total forecast depreciation (column G). This
adjustment is referenced in the Tracking output sheet.

Figure 18 provides an example of the Capital base tracking summary sheet.

9 The PTRM base dollar terms refers to the start of year 1 for the next access arrangement period real dollar terms for input

to the PTRM for which the tracking module will provide the forecast capital base depreciation. It is therefore equivalent to
end of year real dollar terms for the final year of the current access arrangement period.

For the default tracking module, this ends at column BP, however this may be extended depending on the requirements of
the user. See section B.6 for more information.

Rule 89(1)(d) of the NGR 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 capital
base for the relevant distribution system.

60

61
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Figure 18 Capital base tracking summary sheet
A B C D E [F G H I J K L M N (o] P Q R

DNSP - Capital base tracking summary - Gas DNSP RFM - Depreciation tracking module - version 1

Year |20¢°21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31
Capital base tracking summary table ($m, 2019-20)

RN

Capital

7 base (RFM) Adjustment required  Total
8 Forecast capital base depreciation 251.08 25837 26045 25845 24921  127.85 12681 13292 13292 13292  127.92

" 6475 6475 6475 6475 6475 6475 6475 6475 6475 6475 5075
10 3989 3989 3989 3989 3239 3239 3239 3239 3239 3239 3239
11 supply Regulators/valve Stations 2194 2194 2194 2194 2194 2794  27.94  27.94 2794 2794  27.94
12 SCADA 6433 64.33 64.33 64.33 64.33 - 3.72 - 3.72 342 342 3.42 342
13 Meters 5899 5899 5899 5899 5899 223 2.23 2.23 223 2.23 223
14 Computer Equipment 6.05 6.05 6.05 4.1 3.80 208 103 - - - .
15 vehices - 166 - 189 0.63 042 0.21 - -
16 tand and easements . - - - -
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35

37

39

4
42
43
44
45
6

48
49

5
52
53

55 Spare stroight-iine tox

212 212 212 212 212 212 212 212 212 212 212
57 In-hous ar - 5.39 213 1.69 1.04 0.62 - - - - -
58 Equity roising costs 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06
59

B.4 Tracking output sheet — capital base

The Tracking output sheet outlines the capital base (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 capital base depreciation tracking, the Tracking output sheet displays the capital base
aligned forecast depreciation values for the next access arrangement period for each asset
class in rows 8 to 57. The values for the capital base aligned forecast depreciation are
displayed in PTRM base dollar terms and reference the values in the Capital base tracking
summary sheet.?

For each asset class, the total forecast capital base depreciation for each year displayed in
the Capital base tracking summary sheet is multiplied by the adjustment calculated in

62 The PTRM base dollar terms refers to the start of year 1 for the next access arrangement period real dollar terms for input

to the PTRM for which the tracking module will provide the forecast capital base depreciation. It is therefore equivalent to
end of year real dollar terms for the final year of the current access arrangement period.
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column E of that same sheet. This adjustment ensures that for each asset class the sum of
the forecast depreciation equals the RFM closing capital base value consistent with the
requirements of the NGR.%3 A check on this adjustment is performed in column F.

Figure 19 provides an example of the Tracking output sheet. Details of the TAB tracking
depreciation outputs are discussed in section C.3.

Figure 19 Tracking output sheet

AB|C 1] E F G H | J K L W N ) P Q R
1
2 DNSP - Tracking output - Gas DNSP RFM - Depreciation tracking module - version 1
3
4 Year [202021 202122 202223 202324 202425 202526 2026-27 2027-28 202829 2029-30 2030-31
5 PTRM forecast depreciation output
6
7 Forecast capital base depracistion - Aligned (Sm, 2019- 25214 253.07 25633 25486 24622 13739 12631 13207 13207 13207 127.02
8 Mecet Class Fpelines 6535 65.35 6535 6535 65.35 6535 6535 65.35 6535 6535 60.31
] Aesef Class Serwve Fjpes 3564 3864 3864 3864 3138 3138 3138 3138 3138 3138 3138
10 Asmer ks SURPHY REqUIB RS atve Sranns 21.71 2171 2171 21.71 21.71 27.65 27.65 27.65 27.65 27.65 27.65
11 Asser Clase S 60.64 60.64 60.64  60.64 60.64 - 351 - 351 g 322 32z g
12 Asset Clase Meters 61.02 61.02 61.03  61.0% 51.03 231 231 231 231 231 231
13 Asret Diass Crvmpier EQujrement 568 568 568 461 3257 185 0.57 - - - -
14 Aener Dlass Vieddoles - 220 - 250 0353 0.55 0.27 - -
15 Assef Class L and and easaments - - - - - - - - - - -
55 Asser Ciass Fuiings 210 210 210 210 210 210 210 210 210 210 210
56 s Class dhouse software - 088 0.35 028 0.17 0.10 - - - - - -
57 Asset Qlase Equity radsing oosts 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06
58
59 Forecast TAB depreciation (Sm, nominal) 15845 15590 11677 11582 11010 10812 10858 9187 5417 5347 15.22
60 Asset Class Felines 3872 3872 3872 3872 3872 3872 3872 3872 3872 3872 6.39
61 Asser Ciass | Serwive Fjres 3365 3365 3365 3365 30.87 28505 2809 2809 2809  28.09 3.50
62 Asset Class Synpr oot slye et 1561 18.61 18.61 1561 18.61 18.61 2278 2278 2278 2278 1.75
63 Aanet Clase SEAL 3667 3667 - 250 - 250 - 250 - 250 - 220 - 080 1.40 0.70 -
64 Merst Clase Meters 2168 2168 2168 2168 2168 2163 2168 267 267 267 267
65 Asret Diase Crumpeder Sgujrment 7.00 525 250 175 - - - - - - -
66 Aesef Ciass Vedioies 1.00 0.50 0.60 0.40 0.20
67 s Ciass L ane and eanements - - - - - - - - - - -
107 Asset Ciass Fuiidings 0.51 0.51 0.51 0.51 0.51 0.51 0.51 0.51 0.51 0.51 0.51
108 Asset Qe dnobouse Software 0.60 - 2.00 2.00 2.00 2.00 - - - - -
109 Merat Claks Equity ralsing oosts - - - - -
110
e
112 Year 2014-15  [2015-16 2016-17 2017-18  2018-19 2019-20 2020-21 202122 202223 2023-24 2024-25
113 RFM actual TAB depreciation output
114
115 Actusl TAB depracistion [Sm, nominal} - 24413 25142 35560 19826 169.69
116 Sreines - 3518 3743 37.78 37593 3843
14T Seroe Fes - 2519 2899 2929 3159 3179
118 e Fequisorsy atve Sations - 2403 2438 2473 2508 @ 2543
119 et 2 - 4117 41.87 4257 4327 43597
120 Mevers - 18.02 1955 2008 2062 @ 2115
1 Covmpater Equment - 60.74 62.49 6424 525 7.00
122 Yl - 3280 33.00 3320 3340 0.80
123 £ e S ESEETIEE - - - - - -
163 Bt - 0.41 0.51 0.51 0.51 0.51
164 Arhouse softwane - 261 321 321 0.50 0.60
165 Equbily raising coste - |- opz - o003- 003 - -

B.5 Adding capital base tracking periods to module

The tracking module template is set up by default to accommodate a single five year access
arrangement period of capital base depreciation tracking. For subsequent resets, the
tracking module must be expanded to accommodate capex for new access arrangement
periods as part of continuing the depreciation tracking approach. In order to include
additional periods of capital base depreciation tracking, the user must utilise the in-built
macros to expand the calculations in the tracking module.%

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

63 Rule 89(1)(d) of the NGR 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 capital
base for the relevant distribution system.

64

Where the first access arrangement period of capital base 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.
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e update the Capital base input sheet with the relevant capex, asset adjustments, inflation
etc. This includes updating the estimated capex in the final year of the previous access
arrangement period (year t—1) with actual capex

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

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

B.5.1 Updating the Capital base input sheet for a new access
arrangement period

To update the Capital base input sheet for a new access arrangement period of capital
base 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 20.

Figure 20 Capital base input sheet—Update for new access arrangement
period

ABC 1] E F G H | J K L M N 0
i . . e . . Insert additi
2 DMNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation track
3
4 Year 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 202
5
6 General l information
I
8 Businesz name ONSP
9 First reguilatony year for racking 2015-16
10 Regulatory period 2015-20
1 Yearsinrequlatory period 5
12
13 Lagged inflation approach Partially-lagged
14 Actual CPlinflation rate 2957 2857} 30 z20% 275 172 163
15 Actual CPl[one vear lagged) 0.9r 100 103 108 108 im 113 115 118

Figure 21 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 capital
base depreciation tracking had commenced. Once the inputs are entered, the labels for the
additional years of capex required appear in row 23.
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Figure 21 Capital base input sheet—Access arrangement period added and
labels for capex

ABC o E F G H ! J K L M M o [ (] R
1 ” "
2 DMSP - Capital base input - Gas DNSP REM - Depreciation tracking module - version 1 Input sl in blus Add years o calculation Inset ﬁf:;:?:::x‘:l base
3
4 Year 2013-14 2014-15 2015-16 2016-17 2017-18 2018-13  2019-20  2020-21 2021-22  2022-23 2023-24 2024-25 2025-26
5
& General information
7
& Business name CSF
] First requlatany year for tracking 201515 —
i Fegulatany period 2015-20 2020-25
il Wears n regulstory perid 5 5
1z
13 Lagged inflation approach Fartiallylagged
i) #ctual CF|inflation rate g 265%] 310% 220% 275% 172 183%
15 #otual CFI (one year lagged] 087 100 103 108 108 un ] 15 15 115 115 116 116
B
i Mominal uanills WA [fiked real time waring) [ 16w 763 B63% 726% 618% 616
b Mominal uanills WACE index | 052 100 108 115 123 131 138 138 138 138 138 134
] Fieal vanills WACD I 6.3454] #3300 439 438 438 4385
20 Fieal vanills WACT index 034 100 104 109 1M 19 124 124 124 124 124 124 124
21
22 Starting capital base and actual gross caper - As inzurred ($m. nominal)
apital Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
base  gross capex gross caper grOSs caper groSs caper gross capex |gross capes gross capes gIOSs Caper gIOSs capex gioss capex
23 (closing as  (2015-16)  (2016-17)  (2007-18)  (2013-19)  (2019-20) | (2020-21)  (2021-22)  (2022-23) (2023-24)  (202%-25)
24 Asset class
75 Fipelines 102000 | 50.00 12100 200 00 2500
26 Seruive Fipes 1000 | 2000 1000 50.00 200 00
27 Supply Fequlatorsi¥siue Stations 05,00 | 10100 10100 1000 000 00
28 SCADA 502,00 | 300 300 300 200 200
28 Msters 50200 | 200 200 500 200 200
30 Computer Equipment 40200 | 700 7.00 7.00 7.00 700
3 Wehicles 30200 | 500 500 500 500 500
32 Land and easements 502,00 | 500 500 500 500 500
33 il =G - - - - -
34 o

The user must then enter all of the required inputs for the years in the new access
arrangement period that has been added. Figure 22 highlights the required new inputs for
the example above, where the 2020-25 access arrangement period is added to the tracking
module. The new inputs required are:

e CPIl and WACC for the 5 years (2020-25)
e actual gross capex, disposals and customer contributions for 6 years (2019-25)
e standard lives for the 2020-25 access arrangement period

e any capital base asset adjustments and associated remaining lives for the 2020-25
access arrangement period

e true-up for actual capex incurred in year t—1 (2019-20)

¢ the RFM closing capital base for 2024-25.
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Figure 22 Capital base input sheet—updated with new inputs for added

period

REC [u] E F G H ] J K L 5] o F Q R
1
: DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking modul{input colz n blas Adkd years to calculafion e e
4 Year 2013-14 2014-15 2015-16 201617 2017-18 201819 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-21
]
B General information
7
E Buzinezz name DNEP
E] First regulatary year fFor tracking
10 Regulatery pericd 2020-25
1l Years in regulatory period 5
12
13 Lagged inflation approach Fartilly-lagged
1% Actual CPLinFlation rate 233 0% 2.20% 2.75% 112% 163% 3A0% 2.20% 275% 1% 183%
15 Actual CPI [one year lagged) 037 103 1.06 108 1 113 115 113 121 124 127 12
18
17 Heminal vanilla 'WACGC [fixed real time varying) | EALE 1.63% 563N T26% Bi8% 6.15% TE3N X5 1.26% 6.15% B.15%
18 Maminal vanilla WACC index 0.3z 1.00 103 115 123 1.3 133 1.4 153 1M 182 133
13 Fieal vanilla WACC | 634! 4.39% 4.33% 4.39% 4.39% 4.33% 4.39% 4.39% 4.39% 4.33% 4.39%
20 Real vanills WACC index 0.34 100 104 1.03 114 113 124 1.2 135 141 147 154 150
2
EF ing capital bace and acteal grozz caper - Adincarred (Im, ominal]
base gross gross gross gross gross gross gross grosz gross gross
[closing a5 capex capex capex capex capex capex capex capex capex capex
23 at 2014-15) [2015-16)  (2016-1T)  (2017-18) )] (2020-21) [2021-22) (2022-23) (2023-24) (2024-25)
28 Azzet class
25 Pipelines 1,020.00 50,00 1200 &.00 15.00 2500 50.00 12.00 &00 15.00 25.00
26 Fervice Pipez 10,00 2000 10.00 E0.00 00 10.00 20.00 10.00 £0.00 00 10.00
27 Zupply Regulatorsialwe Stations. TOS.00 1000 10,00 10.00 10,00 10,00 10.00 10,00 1000 10,00 10,00
et SCADA E02.00 200 200 8.00 a.00 200 8.00 a.00 200 200 a.00
23 Meters S02.00 &00 &00 &.00 &00 &00 &.00 &00 &00 &00 &00
a0 Cemputer Equipment 402,00 .00 T.00 .00 T.00 T.00 .00 T.00 .00 T.00 T.00
3 Wehicles S02.00 600 600 .00 B0 600 .00 B.00 600 600 B0
32 Land and cazements 0200 S.00 £00 500 500 500 500 500 S.00 £00 500
o Foea EA g L2200 T o oo o0 fctdi g X oog oo Srod -
7B
v Actual azset disposals - Az incurred (fm, sominal
ey = weeet ey == == == = == ==
78 Asset class (2015-16)  (2016-1T) 18] (2018-13) | (; A ) 1 [ ) [2023-24) (2024-25)
74 Pipelines 5 s s 5 s s s 5
30 Service Pipes 5 5 5 5 5
8l Supply RequlatorsMalve Stations s s s s s
82 SCADA - - - - -
83 Mleters - - - - -
8% Computer Equipment 5 5 5 5 5 5 5 5 5 5
&6 Wehicles 00 500 5.00 5.00 500 5.00 5.00 00 500 5.00
26 Land and cuzements 100 1.00 1.00 100 1.00 1.00 100 100 1.00 100
129 Foea 800 oo s o] £ 00 s oo 800 oo Lot -
130
13 Actual customer costribal
cestomer  customer  cestomer  customer [POTORT] cortomer | cartomer | cioromer | Cetomer Dotomer
132 Asset class s (2015 ms (2016~ ms (2017-  ms (2006- | s (2013-] as (2020-  as (2021- a5 (Z022-  as (2023~ s (2024-
i3 Pipelines - - B E B B E E B E
134 Survice Pipes - - - - -
136 Supply Regulatorsalve Stations B B B B B
136 SCADA - B B - B B - - B -
17 Mekers 200 200 2.00 200 2.0 2.00 200 200 200 200
13 Computer Equipment E . . E . . E E . E
133 Wehicles - - - - -
"0 Land and cascments - - - - - - - - - -
11 Fatal ety LS80 et i =2 et Fr ety LS80 et -
134
115 Capital base lives [years)
baze | base base
standard standard
- life (2015~
186 Asset class 20)
7 Pipeline: E0.00
188 Fervice Pipes X 60.00
199 Supply RegulstorsMalus Stations 40,00 40,00
190 FCADA 40,00 15.00
131 Meters 30.00 15.00
192 Computer Equipment 10,00 o0
133 Wehicles .00 500
194 Land and eazements wa n'a
3
238 Asset adjustments [as incarred) - Capital bas
capital capital
baze baze
adjustment adjustment
239 Ascet clazs = (2019 = [2024-
240 Fipelines 50.00 50,00
241 Fervice Pipes 3000 30,00
243 Supply Fiegulatorsi¥alve Stations 30.00 30000
243 TCADA 50.00 0,00
244 Meters
245 Computer Equipment
246 Wehicles
247 Land 3nd eacements
Zaur Fotal - - - - - - -
291
293 Aszet adjuctmeat remaining hife - Capital base [y¥ars]
diestment
i
life [2024-
293 Ascet class 25)
294 Fipelines 10.00
235 Service Pipes w00
295 Supply Fregqulstoraialve Stations 00
237 SCADA T.00
298 Meters
239 Compater Equipment
200 Wehichs
il Land and easements
EiLd
345 Adjuztment for difference in t-1 caper - Az incarfld (fm, sominal)
Fforecast forecast
2014-15 2013-20
45 Asset class capex. capex
T Pipeline: 2 2.
48 Fervice Pipes 293 233
48 Supply RegulstorsMalus Stations D45 045
350 FCADA 440 440
361 Meters 127 127
353 Computer Equipment 231 23
363 Wehicles - 336 .36
354 Land and eazements - os2 ngz
ki Totad ¥ - E - g - - - - -
398
348 RFM clozing capital bazs (§m, ao
h Capital Capital
baze ATE
400, (closing 35 93z
401 Ascet class
402 Fipelines 102415 102415
403 Fervice Pipes 32t 327
404 Supply Fiegulatorsi¥alve Stations 572,06 67506
405 TCADA 3332 33302
405 Mekers F0IEE F02EE
407 Compater Equipment 2816 2815
40g Wehichs 304 04
403 Land and easements 55326 55326
An Fatal - - SERLRS - - EFRAE -
e =7
454 FFM closiag capital bazt - Adjested for med-peod reopeaciz (Fm, sominsl]
Adj d
capital
4565 base
466 Azzet class
467 Pipelines 1024 15
468 Fervice Pipez aatar
455 Supply RequlatorsMalve Stations ET3.06
460 SCADA T2
461 Meters S03.66
467 Computer Equipment 2846
463 Wehicles 04
464 Land and cuzements 55326
Lilins Foea - - - - R ity -
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B.5.2 Updating capital base tracking sheet for new access
arrangement period

To update the Capital base tracking sheet for an additional access arrangement period of
capital base depreciation tracking, the user must initiate the ‘Insert additional capital base
tracking period’ macro by pressing the button on the Capital base 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 23 and Figure 24 show the steps for adding an extra five year access arrangement
period.

Figure 23 ‘Insert additional capital base tracking period’ macro—step 1

ABC D E F G H J K L M N 8] P Q

q
. . - . . Insert additional capital base

% DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 Inputcalis in blue Add years fo calculation Wracking pe”gd
4 Year 201314 201415 201516 201617 2017-18 201819 2019-20 202021 g < 202425
5
6 Genaral
7
8 DNSP
9 2015-16
10 201520
il 5
12
13 Partiallylazzed
14 2.93% 2.65%) 3.30% 2.20% 2.75% 172% 169%
15 0.97 100 103 108 108 111 112 118 118 115 115 115
16
17 [ 9.16%] 763% 6.69% 7.26% 6.18% 6.15%
18 052 100 108 115 122 131 138 138 138 129 129 128
18 [ 638%] 439% 339% 339% 339% 439%

054 1.00 104 108 114 118 124 124 124 124 124 124

Figure 24 ‘Insert additional capital base tracking period’ macro—step 2

ABC D E F G H J K L 1} N o P Q
L Insert additional ital b
2 DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 Input cells in blue Add years fo calculation nse! iraclllﬁ'\r;apeuﬂgda ase
3
4 Year 201314 201415 201516 201617 2017-18 201819 2019-20 202021 202122 202223 202324 202425
g
6
7
8 DNsP
9 or tracking 01516 e
10 24

?

11 o Input ? x
iz ereep— Number of years of capex in the current requlatory period [This should
13 Lagged inflation approach Partizlly-lagged B P
14 actusl CPl infla te B =) match with the latest figure in row 11 "Years in regulatory period):
15 Actus| CFl (one 057 100 El 115 118 115 118 115
16
7 f e e cance
18 Nomina I vanilla WACC index ! L) 100 129 138 129 138 129
18 Reslvanilla WACC [ 638%] 439% 439% 339% 439% 339%
20 Realvanilla WACE index 054 100 TOT e TIT T T 122 124 122 124 122

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 Capital base tracking sheet should include the following calculations
(for a typical five year access arrangement period):5°

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

o five additional rows for the depreciation of asset adjustments.

65 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 25 shows the updated Capital base tracking sheet layout after the macro has been
completed for an extra five year access arrangement period of capital base depreciation
tracking.

Figure 25 Capital base tracking sheet: macro complete

ABCO E F 5 H | J K L M M o P (] R S T
1
2 DNSP - Capital base tracking - Gas DNSP RFM - Depreciation tracking module - version 1
3
4 Year [$m, real 2014-15) 2014-15  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 :
)
5 Asset class 1 Pipelines
i Walue of starting capital base and net caper addi 102000 5053 nr 766 13391 2278 4512 1046 684 1242 2034
8 Initial remaining life and standard lives [uears) 20.00 £0.00 60.00 £0.00 B0.00 60.00 60.00 60.00 £0.00 B0.00 60.00
3 Adjustment for difference int-1capen 3.48 = = = = 0.60 = = = = =
i} Remaining life of adjustment for t=1capex [years) 45.00 - - - - 55.00 - - - - -
1 Azzet adiustment - Capitsl base = = = = 44,23 = = = = 39.43
1z Remaining life of asset adjustment - Capitsl base|[yzars) - - = = 10.00 = = = = .00
13 T
0 Year-by-year racking
15 a Dapraciaiion of stanig captalbase 51.00 5100 51.00 5100 51.00 51.00 5100 5100 5100 51.00 51.00 5100 5100
16 1 Lapeasiation afast oaaes SO0 0.34 0834 054 0.54 034 084 084 054 0.54 034 084
1 z Lhapeasianion afnst saaey SO I 0z0 0.z0 0z0 0.2z0 ozn 0z0 0.z0 0z0 0z0
16 3 Llaprasiauinn Sfnat oapen AT 87 013 013 013 0.13 013 013 013 013 0.13
13 4 0.23 0.23 0z3 0.23
20 S 0.38 038 038
21 -] 075 s 075
22 7 o1 o7 017
23 g an o on
24 a 021 0zl 0.21
25 o Lapnaciation of aeecapes SOH-S5 0.34 034 034
26
27
28 S Depreciation of t-1 adjustment 2074-15 | 0.08 0.08 0.08 0.08 0.08 0.0g 008 0.0s
23 o Depreciation of t-1 adjustment 2013-20! | 0.m oo 0.m
30
31
32 Depresiation of asset adjustments - Capital base 2015-16
33 Depreciation of asset adjustments - Capital base 2016-17
34 Deprecistion of assst adjustments - Capitsl base 2017-16
35 Dlepreciation of asset adjustments - Capital base 2018-13 - - -
36 Depreciation of asset adjustments - Capital base 2013-20 4.42 4.4z 4.4z
7 Depreciation of asset adjustments - Capital base 2020-21 - - -
35 Diepreciation of asset adjustments - C apital base 2021-22
33 Depreciation of asset adjustments - Capital base 2022-23
a0 DOepreniation of azset adjustments - Capital base 2023-24) - - -
4 Depreciation of asset adiustments - Capital base 2024-25 395 395 395
42
43 Pipelines - depreciation 51.00 51.84 52.04 5217 52.40 57.28 58.03 58.20 58.32 58.52 62.82 62.82 6282
a4 T

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 26 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.

66 The capital base alignment adjustment step adjusts the forecast depreciation profile such that the sum of the depreciation

is equal to the RFM closing capital base. 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 capital base adjustment (and resulting
depreciation schedule) will be inaccurate.
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Figure 26 Capital base tracking sheet—asset not fully depreciated in final
year of calculation

ABCO E F EP B ER BS BT EU =34
1
z DMSP - Capital base tracking - Gas DNSP RFN
3
4 Year [$m, real 2014-15]) *075-76 *076-77 077-78 *078-73 079-80 2080-81
5
5] Asset class 1 Pipelines
T Walue of stanting capital base and net capew addi
8 Initial remaining life and standard lives (wears)
3 Adjustment for difference int-1capes
10 Remaining life of adjustment for t-1capes [vears)
1 Azzet adjustment - Capital basze
12 Remaining life of asset adjustment - Capital base
13
14 Year-by-year tracking
15 u] ERA B SF ST O3 B - - - - - -
16 1 Lhaoracniaaion of ner oaosy SRS 15 0.54 - - - - -
17 2 Lhannaciation of aat oqoes STE-IT 0.20 020 - - - -
15 3 Fhapnaciation of net edosy SN 1F 013 013 013 - - -
13 4 Lhannanianion of nar ooy SITET- I 0.235 0.23 0.25 0.23 - -
20 5 SRanraciation of nat c.aoes STTE-S0 0.35 0.38 035 038 0.38 -
21 - SAarasiation of ned o qoey SRERST 0.75 0.75 Q.75 0.75 0.75 0.75
22 T SRAOrasiasian of ned e300 SRS RS 17 a7 o017 017 017 017
23 i Lapravianion of nar e aoex SEEPET on o1 o1 0.1 o1 0.1
24 3 Laorasiation of pet e qoey SO0 0.z21 0.2 0.z21 0.21 0.z21 0.z21
25 10 LAApranianian of por s qooy SOTE-S8 0.34 0.34 0.3 0.34 0.54 0.34
25
27
28 5 Depreciation of t-1 adjustment 2014-15 - - - - - -
29 10 Depreciation of t-1 adjustment 2013-20 0.m 0.m 0. 0.01 0.0 -
30
|
32 Depreciation of azset adjustments - Capital base 2015-16 - - - - - -
33 Depreciation of asset adjustments - Capital base 2016-17 - - - - - -
34 Depreciation of asset adjustments - Capital base 2017-13 - - - - - -
3 Depreciation of asset adjustments - Capital base 2015-13 - - - - - -
36 Depreciation of asset adjustments - Capital base 2013-20 - - - - - -
37 Depreciation of asset adjustments - Capital base 2020-21 - - - - - -
35 Depreciation of asset adjustments - Capital base 2021-22 - - - - - -
33 Depreciation of asset adjustments - Capital base 2022-23 - - - - - -
40 Depreciation of asset adjustments - Capital base 2023-29 - - - - - -
41 Depreciation of asset adjustments - Capital baze 2024-25 - - - - - -
42
43 Pipelines - depreciation 3.37 2.53 2.34 2.21 1.98 1.59
dd

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 Capital base input
sheet as shown in Figure 27 (step 1).

Figure 27 ‘Add years to calculation’ macro—step 1

ABC D E F G H J K L M 8] P a

1 A
. . - " . Insert additional capital base

;23 DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 Input cellsin blue | Add years fo calculation tracking period
4 Year 201314 201415 201516 201617 201718 201819 201920 202021 202122 202223 202324 202425
5
6 General i
7
8 Business name DNSP
9 First regulztory year for tracking 201516
10 Regulatory period 2015-20
11 Yaars in regulatory period 5
12
13 Lagzed infiation approach Partiailylagzed
14 Actual CPl inflation rate 2838 2.685%] 310% 2208 2784 1728 Less
15 Actual CPI {one year lagzad) 097 100 103 108 108 111 113 115 115 115 115 115
16
17 WACC (fixed &) [ 9.16%] 7.63% 6.69% 7.26% 6.18% 6.15%
18 Nominal vanilla WACC index A LEH 100 108 115 122 131 138 128 138 FEL) 138 138
19 Realvanills WACC [ 63a%] 439% 439% 439% 433% 339%

20 Realvanilla WACC index 034 1.00 104 1.08 114 118 124 124 124 124 124 124

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 28, 10 additional years are
being added. The macro increases the number of years (columns) in all sheets within the
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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 Capital base input sheet or the TAB input sheet, the outcome will
be the same.®®

Figure 28 ‘Add years to calculation’ macro—step 2

ABC E F H J K L " N o P Q
1 " .
2 DNSP - Capital base input - Gas DNSP RFM - Depreciation tracking module - version 1 [Ee—— Add years o calculation LR e e I L s
4 Year 2013-14 2014-15 2015-16 201617 2017-18 2018-19 2013-20 202021 202122 202223 2023-24 202425
5
[ General information
7
8 Business nama DNSP
9 First regulatory year for tracking 2015-16
10 Regulatory period 201520 | | Columnsto be added ? ®
hil Years in regulatery period 5
12 Please enter how many additional years to be added:
13 Lagged inflation approach Partially-lagged |
14 Actual CPl inflation rate 293% 2.65%] 3.10%
15 Actual CPl (one year lagzed) 037 100 103 115 115 115 115 115
16 Cancel
17 WACC (fixad ) [ 9.16%] 7.63%
18 Nominal vanilla WACE index 3 052 100 108 et =25 = =35— 133 138 133 138 133
19 Rezl vanilla WACC | 6.34% ! 4.39% 4.39% 4.39% 4.39% 4.39%
20 Real vanilla WACC index 054 100 104 109 114 119 124 124 124 124 124 124
21

Figure 29 shows the Capital base 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 29 Capital base tracking sheet: macro completed

ABCD E F BN B8O BP BQ BR BS BT BU BY B BX BY BZ CcA c8 ce co CE CF
1
2 DNSP - Capital base tracking - Gas DNSP RFM
3
4 Year(Sm, real 2012-15) 207374 207475 207576 207677 207778 207879 2079-80 208081 2081-82 208283 2083-84 208485 2085-86 2086-67 208788 208889 208950 2090-91
5
6 Assetclass1  Pipelines
7 Valus of starting capital base 2nd net capex additi(
8 Initia| remaining life and standzrd lives [years)
9 Adjustment for difference in t-1 capex
10 ining i -1
1 Assetadjustment - Capital base
12 ining I pital base [y
13
14 Yearby-year tracking ]
15 0 Depreciation of starting capital base - - - - - - - - -
16 Depraciation ofner copex 2015-16 | 0.84 034 082 - - - - B
7 Depreciation of ner capex 2016-17 | 0.20 020 0.20 020 - - - -
13 nofnercopex2017-18| 013 013 013 013 0.3 - - B
19 nofnercapex 201819 | 023 023 023 023 023 023 - -
20 Depraciation of net capex 2019-20| 038 038 038 038 038 038 038 - -
21 Depreciation of ner capex 2020-21 072 072 072 072 072 072 072 072 - -
22 Depreciation of net capex 2021-22 | 0.17 017 017 017 017 017 017 017 017 - -
23 Depreciation of ner capex 2022.23 | 0.12 012 012 012 012 012 012 012 012 012 - -
24 Depreciation of net capex 2023-24| 0.2 022 022 0.22 022 022 022 022 022 022 022 -
25 Depreciation of ne capex 2024-25 038 036 03 036 036 036 036 036 036 02 02 036
26
27
28 Depreciation oft-1 zdjustment 2014-15
29 Depraciation of t-1 adjustment 2015-20,
30
31
32 Depraciation of asset adjustments - Capital base 2015-16
33 Depracistion ofasset adjustmants - Capitsl basa 2016-17
34 Depraciation of asset adjustments - Capital base 2017-13
35 Depracistion ofasset adjustmants - Capits| basa 2018-19
36 Depraciation of asset adjustments - Capital base 2018-20
1l Deprecistion of ssset adjustments - Capitsl base 2020-21
38 Depraciation of asset adjustments - Capital base 2021-22
39 Deprecistion of ssset adjustments - Capitsl base 2022-23
40 Depraciation of asset adjustmants - Capitsl base 2023-24
41 Deprecistion of ssset adjustments - Capitsl base 2024-25
42
42 Pipelines - depreciation 337 337 337 253 233 221 197 159 | o087 o070 058 036
44 S
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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 28). The macro does this quickly but the same outcome can be achieved by copying the formulas

across manually.

68

macros which only modify the sheets for which they are pressed.
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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 — as incurred
actual immediately expensed capex — as incurred
actual asset disposals — as incurred

TAB lives

capital base standard lives

asset adjustments (as incurred) — TAB

asset adjustment remaining life — TAB

asset adjustment remaining life — capital base

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

As discussed in section B.1, the tracking module retains inputs and calculations across
multiple access arrangement periods. For the first access arrangement 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 access
arrangement period for that reset.

This sheet also contains two buttons that initiate macros that are used to expand the
calculations of the tracking module—inserting additional access arrangement 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 30 provides an example of the TAB input sheet.

Roll forward model handbook | Gas distribution network service providers
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Figure 30 TAB input sheet

AEC ) E F G H | J K L 1] M o F (=]
1
) Insert additional TAB trackin

2 DNSP - TAB input - Gas DNSP RFM - Deprefiation tracking module - version 1 Inpat cellz in bluc Add years to calculation = cl
3

4 Year 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2013-20 2020-21 2021-22 2022-23 2023-24 2024-25
5

3] General | information

7

E] Euzinezs name OHEP

3 First requlatory year for tracking 201516

10 Fequlatory period 2015-20

il Tears in regulatary periad 5

12

12 inishing value multiplicr [

4

15 Starting TAB and acteal gross capex - As incared (. nominal)

TAB Actual Actual Actual Actual Actual

16 (opeming 35 gross capex gross cIPEI grocs CIPAI QIOss CIPET  GrOSs CApEr

17 Asset class

18 Fipelines 452tz | 50,00 .00 00 500 2500

13 Tttt ZUASLEE et g AT SRR RT T ST

69

70 Actwal immcdiately cxpeased caper - Az incarred [$my sominal)

erpensed expensed expensed erpensed expensed
caper [2015- capex (2016~ capex (2017 capex (2018- capex (2013-

Eil Azzet class 16: 1) 1) 18) 20)

2 Fipelines 500 500 500 500 500
122 Totaf e e .00 e e

123

124 Actual accet disposals - Az incurred (fm, nominal)

Actual asset Actwal asset Actwal asset Actwal asset Actwal asset

125 Azzet class

126 Fipelines

17E Totat

177

178 TAB lives (years) bl

remainin. standard

ife al
173 Aszet class 2014-15; 20)
180 Pipelines 15.00 | 2000

230
23 Capital baze standard lives [pears) |
standard
Tife (2015-
232 Asset class 20)
233 Pipelines [ £0.00
283
284 Azzet adjustments (3= incurred) - TAE (tm. sominal] |
TAB
adjustments
285 Aszet class 2013-20)
286 Fipelines 4500
33 Totat - - - - -
337
338 Aszet adjustments remaining life -TAB (years) b
djustmeat.
remaining
life - TAB
338 Aszet class 2013-20)
340 Fipelines 1050
380
391 Assct adjustments remaining life - Capital base [yeark)
adju:
re
Capital base
392 Asser class (2013-20)
383 Pipelines - - B - 10.00
443
444 Taz depreciation method [SLIDY)
TAB deps  Tax depa
method method
445 Azser class 201516 2015-20
448 Pipelines ES HED
498

TAB inputs linked to Capital base input sheet

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

e regulatory periods and years
e gross capex and disposals

e capital base standard lives and capital base adjustment remaining lives

Where the tracking module is used for both capital base and TAB depreciation and
commence from the same starting year, the default formulae in the TAB input sheet will
reference the correct values in the Capital base input sheet and can be retained. Where
only TAB depreciation tracking is required—or where capital base and TAB depreciation
tracking start in different years—the default formulae in the input cells of the TAB input
sheet should be overwritten with the correct values.
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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.

Business and tracking period inputs

The business hame and applicable depreciation tracking for an access arrangement 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
adjustments in the correct year—based on the length of an access arrangement period.

The tracking module template is configured to initially accommodate TAB depreciation
tracking for a single period of 5 years.’® 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 access arrangement
period inputs—years and length—in the relevant column.”*

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.’?

C.1.2 Starting TAB and actual gross capex — as incurred

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. Notes have been included for

69 By default these inputs reference the Capital base input sheet. They can be overwritten where capital base and TAB are

not tracked from the same starting year or where otherwise appropriate.

Where the first access arrangement period of capital base 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 an access arrangement 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 access arrangement periods in the correct column.

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.

70

71

72
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various cells with specific comments and explanations about the relevance/source of the
inputs.

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
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.’3

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 access arrangement period where TAB
depreciation tracking commences adjusted for actual capex in the final year (year t—1) of the
previous access arrangement period. 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).”* 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 access arrangement period).”® These values are linked to the
calculation of tax depreciation in the TAB tracking sheet.

73
74

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

By default these inputs reference the Capital base input sheet. They can be overwritten where capital base and TAB are
not tracked from the same starting year or where otherwise appropriate.

7 At the time the final decision is made these inputs for the final year of the access arrangement period will typically remain

as estimates. These final year estimates will be updated with actuals at the next reset.
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C.1.4 Actual asset disposals— as incurred

Actual asset disposals are recorded in rows 126 to 175.76 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.

C.1.5 Tax lives

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 access arrangement period of commencing TAB
depreciation tracking are recorded in column H. Tax standard lives for subsequent access
arrangement 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 Capital base standard lives

The capital base 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 capex, it results in a residual value that does not reduce to zero. The capital base
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 capital base standard lives for the first access arrangement period of when TAB
depreciation tracking commenced are recorded in column H. For subsequent access
arrangement periods of TAB depreciation tracking they are recorded in the relevant column
for those periods (section C.4.1).78

76 By default these inputs reference the Capital base input sheet. They can be overwritten where capital base and TAB are

not tracked from the same starting year or where otherwise appropriate.

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 Capital base input sheet. They can be overwritten where capital base and TAB are
not tracked from the same starting year or where otherwise appropriate.

7

78
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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 access arrangement period. This data may be required where the
gas distribution service provider has adjusted its closing TAB by removing or adding assets
(such as for a change in service classification) in the final year of the access arrangement
period.

The final year adjustments are recorded in rows 286 to 335, and these inputs can be
sourced from the RFM input sheet of the accompanying RFM.

The user can also record capital base asset adjustments in one or more years within an
access arrangement period for depreciation tracking rather than at the end of the period.”®

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 — capital base 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 capital base
remaining lives are recorded in rows 393 to 442. The capital base remaining lives are
required to be recorded in the same year as the TAB asset adjustment and associated TAB
remaining lives. The capital base remaining lives are referenced in the TAB tracking sheet.

C.1.10Tax 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.8% The method that applies to net capex in the first access arrangement period of
TAB depreciation tracking is recorded in column H. For subsequent access arrangement
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.

79 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.
80 For the starting TAB, in most cases the switch will be set to ‘SL".
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Consistent with the RFM, asset classes 47 to 50 are listed as those to which the SL method
of tax depreciation will apply in access arrangement 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:

e the starting TAB
e each year of tracked capex
e other TAB adjustments.

Figure 31 provides an example of the TAB tracking sheet. Figure 6

Roll forward model handbook | Gas distribution network service providers 61



Figure 31 TAB tracking sheet

ABCD E F G H | J K L lul M o F a R

1

2 DMSP - TAB tracking - Gas DMNSP RFM - Deprzciation tracking module - version 1

3

4 Year [$m, nominal] 2014-15 2015-16 201617 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26

S

=1 Asset class 1 Pipelines

T Walue of starting TAB and net capex addition 452,72 45.00 .00 3.00 000 20.00 o o o o =

8 Initial remaining life and tar standard lives [pears) 15.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00

3 Capital base standaid life [years) 50.00 60.00 60.00 50.00 60.00 50.00 60.00 50.00 50.00 60.00
10 Immediate expensing of capes 5.00 5.00 5.00 5.00 5.00 = = = = =

n Azzet adjustment - TAB = o = o 45.00 o o o o =

2 Remairing life of asset adjustment - TAE (vears) = = = = 10.50 = = = = =

] Remairing life of asset adiustment - Capital bass|[years] - - - = 10.00 = = = = =

14 Diminishing value multiplier (174 0 (174 (174 0 (174 0 (174 0 (174 0
15 Tax depreciation method SL SL SL SL SL 5L SL SL SL SL SL
1B

kil Pipelines - tax depreciation 35.18 37.43 37.78 37.93 38.43 38.72 38.72 38.72 38.72 38.72 38.72
3z

33 Asset class 2 Service Pipes

34 Walue of starting TAE and net capex addition 36Z.86 16.00 6.00 46.00 .00 6.00 o o o o =

35 Initial remaining life and tan standard lives [pears) 15.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00 20.00
36 Capital base standard life [pears) 60.00 60.00 60.00 E0.00 60.00 £0.00 60.00 60.00 £0.00 60.00
3t Immediate expenzing of capex 4.00 4.00 4.00 4.00 4.00 = = = = =

38 Azzet adjustment - TAE = o = o 25.00 o o o o =

33 Flemsining life of asset adjustment - TAE (wears) - - - - 4.50 o o o o =

40 Remairing life of asset adiustment - Capital base|[years) = = = = 4.00 = = = = =

4 Diminizhing value multiplier 0 0 0 0 0 0 17 0 0 0 0
42 Tau depreciation method 3L =1 SL 3L SL 3L SL 3L =1 SL =1
43

58 Service Pipes - tax depreciation 28.19 28.99 29.29 31.59 379 33.65 33.65 33.65 33.65 30.87 28.09
53

60 Asset class 3 Supply Regul Yalve Stations

61 Walue of starting TAE and net capex addition 51543 .00 .00 T.00 T.00 7.00 o o o o =

Bz Initial remaining Ife and tax standard lves [wears) 15.00 20.00 z20.00 20.00 20,00 20.00 20.00 20.00 20.00 z20.00 20.00
B3 Capital base standard life [pears) 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00 40.00
64 Immediate expenzing of capex 3.00 3.00 3.00 3.00 3.00 = = = = =

65 Aszet adjustment - TAE = = = = - 2500 = = = = =

[ Fremaining life of asset adjustment - TAE (years) - - - - £.00 o o o o =

-1 Remairing life of asset adiustment - Capital base|[years] = = = = 5.00 = = = = =

=] Diminizhing vslue multiplier 0 0 0 0 0 0¥ 0 0¥ 0 0 0
63 Tax depreciation method oL SL SL SL SL SL SL oL SL SL SL
70

85 Supply RegulatorsiYalve Stations - tax depreciation 24.03 24.38 24.73 25.08 25.43 18.61 18.61 18.61 18.61 18.61 18.61
86

a7 Asset class 4 SCADA

it Yalue of starting TAE and net capex addition 27421 T.00 T.00 T.00 .00 T.00 = = = = =

&3 Initial remaining lfe and tax standard lves (wears) T.00 10.00 10.00 10.00 10,00 10.00 10.00 10.00 10.00 10.00 10.00
a0 Capital base standard life [years) 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00
Ell Immediate expenzing of capex 2.00 2.00 2.00 200 2.00 = = = = =

a9z Aszet adjustment - TAB = = = - - 4500 = = = = =

a3 Fremaining life of asset adjustment - TAR (years) - - - - 750 o o o o =

a4 Flemsining life of ssset adjustment - Capitsl base [ye ars) - - - - 7.00 o o o o =

95 Diminishing value multiplier 0 0 0 0 0 19 0 0 0 0
96 Tax depreciation method SL SL SL SL SL SL SL SL SL SL
a7
nz SCADA - tax depreciation 4117 41.87 4257 4327 43.97 36.67 3667 - 250 - 250 - 250 - 250
nz
14 Asset class § Meters
15 “alue of starting TAE and net capex addition zea.21 8.00 6.00 8.00 8.00 8.00 = = = = =
6 Initial remaining Ife and tax standard lives (wears) 1z.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00
n7 Capital base standard life [years) 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00 15.00
1 Immediate enpensing of capex = = = = = = = = = =
13 Aszet adjustment - TAE = = = = = = = = = =
120 Remaining life of aszet adjustment - TAE (years] = = = = = = = = = =
171 Fremining life of asset adjustment - Capital base [years) - - - - - - - - - -
12z Diminishing value multiplier U/ 02 (124 (14 (14 (174 (14 (174 02 (124 0%
123 Tax depreciation method SL SL SL SL SL SL SL SL SL SL
124
133 Meters - tax depreciation 13.02 19.55 20.08 20.62 2115 21.68 21.68 21.68 21.68 2168 21.68
a0
LA Asset class 6 Computer Equipment
Uz alue of starting TAB and net capex addition 1az2.21 7.00 T.00 7.00 7.00 7.00 = = = = =
13 Initial remaining life and tax standard lives [years) 3.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.00
Tdd Capital base standard life (years) .00 .00 T.00 T.00 7.00 .00 T.00 T.00 .00 .00
5 Immediste expensing of cape = o = o = o o o o =
e Asset adjustmert - TAE = = = = = = = = = =
U7 Remaining life of asset adjustment - TAE (vears) = = = = = = = = = =
145 Remaining life of aszet adjustment - Capital base (years) = = = = = = = = = =
143 Diminishing value multiplier 0 o (174 (1P oz (174 oz 0 o 0%
150 Tan depreciation method SL SL SL SL SL SL L SL SL SL
151
166 C. Equij - tax d iati 60.74 62.49 64.24 5.25 .00 T7.00 5.25 3.50 178 - -
67
68 Asset class ¥ Vehicles
163 alue of starting TAB and net capex addition 13121 1.00 100 100 100 1.00 = = = = =
170 Initial remaining life and tax standard lives [years) 4.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
7 Capital base standard life (years) 5.00 5.00 5.00 S.00 5.00 S.00 5.00 5.00 5.00 5.00
17z Immediate expensing of capes: = o = o = o o o o =
173 Asset adjustmert - TAE = = = = = = = = = =
174 Femaining life of asset adiustment - TAE (years) = = = = = = = = = =
175 Remaining life of asset adiustment - Capital base|[years] = = = = = = = = = =
76 Diminishing value multiplier o 0 o (174 (1P oz (174 oz 0 o 0%
7T Tax depreciation method SL SL SL SL SL SL SL SL SL SL SL
178
133 Vehicles - tax depreciation 32.80 33.00 33.20 33.40 0.80 1.00 0.80 0.60 0.40 0.20 -
134

The TAB tracking sheet comprises 50 sections—one for each asset class. The data for
Asset class 1 is shown in Figure 32 and comprises:

e data derived from the TAB input sheet in rows 7 to 15 (cells with light blue shading)
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e calculations for year-by-year depreciation of TAB tracking components in rows 17 to 27
(cells with white shading).8*

Figure 32 TAB tracking sheet—Asset class 1

ABCD E F G H | J K L M N (8] P Q R S
1
2 DNSP - TAB tracking - Gas DNSP RFM - Depreciation tracking module - version 1
3
4 Year ($m, nominal) 201415 201516 201617 201718 201819 201920  2020-21 202122 202223 2023-24 202425 202526  2026-27
5
6 Assetclass 1 Pipelines
7 Value of starting TAB and net capex addition 45272 45.00 7.00 3.00 10.00 20.00 - - - - -
8 Initial remaining life and tax standard lives (yeat 15.00 20.00 20.00 20,00 20.00 20.00 20.00 20,00 20.00 20.00 20.00
9 Capital base standard life [years) 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00
10 Immediate expensing of capex 500 5.00 500 5.00 500 - - B - -
i Asset adjustment - TAB - - - - 45.00 - - - - -
12 Remaining life of asset adjustment - TAB [years) - - - - 1050 - - - - -
13 Remaining life of asset adjustment - Capital base [years) - - - B 10.00 - - B - -
14 Diminishing value multiplier 0% 0% 0% 0% 0% 0% 0% 0% 0% 0% 0%
15 Tax deprecistion method sL sL sL sL sL £ sL sL sL £ sL
16
17 0 Depreciation of starting TAS 30.18 30.18 30.18 30.18 30.18 30.18 30.18
18 1 Depreciation of net capex 2015-16 225 225 2.25 225 225 225 2.25
19 2 Depreciation of net capex 2016-17 0.35 0.35 0.35 035 0.35 0.35 0.35
20 3 Depreciation of net capex 2017-18 015 0.15 0.15 015 015 015 0.15
21 4 Depreciation of net capex 2018-19 050 0.50 0.50 050 050 0.50 0.50
22 5 Depreciation of net capex 2019-20 1.00 100 1.00 100 100 1.00 1.00
23
24
25 Deprecigtion of asset adjustiments - TAB 2015-16 - - - - - - - - -
26 Depreciation of asset adjustments - TAB 2016-17 - - - - - - - -
27 Depreciation of asset adjustments - TAB 2017-18 - - - - - - - - -
28 Deprecigtion of asset adjustments - TAB 2018-19 - - - - - -
29 Depreciation of asset adjustments - TAB 2019-20 429 429 429 429 429 429 429
30
31 Pipelines - tax depreciation 3518 3743 37.78 37.93 3843 38.72 3872 3872 3872 38.72 3872 3872

C.2.1 Data derived from TAB input sheet

For each asset class, the section with light blue shaded cells 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. Capital base standard lives are displayed in row 9.82
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 capital base remaining lives are in
row 13.83 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 capital base depreciation, there is no need to separately track adjustments for year t—
1 capex true-ups.84

81 By default, the TAB tracking sheet accommodates a single access arrangement period of depreciation tracking. This can

be expanded to include additional periods as required (section C.4.2).

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

In the case where the TAB depreciation approach of DV is applied to the TAB asset adjustments, the capital base
remaining life is used to calculate when the residual TAB value is written down to zero.

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

82
83

84
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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 capital base 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 capital base standard lives are listed for each
year of capex, and are the same for each year within an access arrangement period.
Immediate expensing of capex

Where a gas distribution service provider has immediately expensed some of its capex,
these values are displayed in nominal dollar terms.

Asset adjustment, TAB remaining life and, capital base remaining life

Where a gas distribution service provider 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 white shaded cells
below the data derived from the TAB input sheet.

For Asset class 1, the values are displayed in rows 17 to 31 (Figure 32). The depreciation
schedules relate to:

e the starting TAB (row 17)
e actual net capex®® (rows 18 to 22)
e asset adjustments (rows 25 to 29)

e total asset class depreciation (row 31).87

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.

85 In the case where the TAB depreciation approach of DV is applied to the final year TAB adjustment, the capital base

remaining life is used to calculate when the residual TAB value is written down to zero.
86

87

The net capex amounts are after adjustments for immediately expensed capex.
The total asset class depreciation includes any amounts for immediate expensing.
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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 gas distribution service provider 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.?

Straight-line method

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

D, = (Nominal net capex;°! ) + tax standard asset life92

where:

D is the tax depreciation in year t

DO =0
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:%

t-1

D; = [ Nominal net capex;?* — Z D, | X DV multiplier?> + tax standard asset life?6

n=0

88 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

89

(distribution - version 3) (transmission - version 4), Appendix A Implementation of tax review depreciation findings—flow
chart, December 2019, p. 25.
90 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.
o1 Net capex is equal to gross capex (section C.1.2) net of disposals (section C.1.4) and immediately expensed capex
(section 0).

92 See section C.1.5.

93 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.

94 Net capex is equal to gross capex (section C.1.2) net of disposals (section C.1.4) and immediately expensed capex
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where:

D, is the tax depreciation in year t

DO =0
t=123,..
i=year0

Capex recognised for tax purposes is net of disposals and immediately expensed capex, but
includes the value of customer 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 capital base) 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 access arrangement period for each asset class in rows 60
to 109 and the actual tax depreciation values for the current access arrangement 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 33 provides an example of the Tracking output sheet. Details of the capital base
tracking outputs are discussed in section B.4.

(section C.1.3).

See section C.1.1.

See section C.1.5.

For example, using Asset class 1, the immediately expensed capex for the first regulatory year of tracking tax depreciation
is added to cell H31 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.

95
96
97

98
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Figure 33 Tracking output sheet

AB|C 1] E F G H | J K L W N o P Q R

1

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

3

4 Year | 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31
5 PTRM forecast depreciation output

6

T Forecastcapital base depreciation - Aligned (Sm, 2015 252,14 25307 25633 25456 24622 12723 126.31 132.07 132.07 132.07 127.02
8 Asser Ligss Firetives 63.35 65.35 65.35 63.35 65.35 65.35 63.35 65.35 65.35 65.35 60.31
9 Ameed Lians Sersoe Opes 3564 38.64 3564 3564 31.33 3138 31.38 31.33 3138 31.38 31.33
10 Aot Diaes Sunple Fequistcredl sl Sestiane 21.71 21.71 21.71 21.71 21.71 3765 27.65 27.65 3765 2765 27.65
11 Moy Cizes AT 6064 60.64 6064 6064 6064 - 351 - 351 322 322 322 322
12 Meeet Linss Meters E61.03 61.03 B61.03 E61.03 61.03 231 2.31 2.31 231 2.31 2.31
13 MEREr LIRRE LETyNer EGUTiest 3.68 3.68 3.65 4.61 3.57 155 0.97 - - - -
14 Asser Liase Medioies 220 - 2.50 053 0.55 0.27 - - - - -
18 Asset Dlane L and and easements - - - - - - - - - - -
55 Aeeer Diaes Sidings 210 2.10 210 210 2.10 210 210 2.10 210 2.10 2.10
56 Arzet Diass In-hoiee soitiare 0.89 035 028 017 0.10 - - - - - -
57 AEEE? LIRRE EQUI S RSnT OGSt 0.06 0.06 008 0.06 0.06 008 0.06 0.06 008 0.06 0.06
58

59 Forecast TAB depreciation [Sm, neminal) 158.45 155.50 11677 115.82 110.10 10812 108.58 51.87 5417 53.47 15.22
80 Asser Dinse Fipedives 3872 3872 3872 3872 3872 3872 3872 3872 3872 3872 6.39
61 At Dians Seriee Fpes 3365 3365 3365 3365 30.87 2809 25.09 28.09 2809 28.09 3.50
62 Mo Ciges Aol Sequisicradl aie Seatians 1861 1861 1861 1861 1861 1861 2278 2278 2278 2278 175
63 Meeet Liges SEAL4 36.67 36.67 - 230 - 2.50 - 2.50 - 2.30 3.20 - 0.530 140 o070 -
84 Merer Liass Meters 21.68 21.68 21.68 21.68 21.68 21.68 21.68 2.67 2.67 2.67 2.67
65 Ameed Liass Dovmyoner £ gujnTrest 7.o0 5.25 3.50 175 - - - - - - -
66 Ameer Diase Vedindes 100 0.820 {o¥-1e) 0.40 0.20 - - - - -
67 et Dlans L and and earements - - - - - - - - - - -
107 Aseet Dlase Sitings 0.51 0.51 051 0.51 0.51 051 0.51 0.51 051 051 0.51
108 MEEE LIRRE ArAOUSe SORREE 0.60 - 2.00 3.00 2.00 3.00 - - - - -
109 Asset Class Fquity raisig costs - R - - R
110
A
112 Year 2014-15 2015-16 2016-17 2017-18 2018-19 2015-20 2020-21 2021-22 2022-23 2023-24 2024-25
113 RFMW actual TAB depreciation output
114
115 Actual TAB depreciation [Sm, nominal} 24413 25142 25560 138.26 165.69
116 Fipefines 35.18 37.43 37.78 37.53 3843
A1F Servee Sjpes 2819 28.99 22238 31.59 31.79
118 Bt Teguistan sl ate St 2403 24 38 2473 2508 2543
A SCAN 41.17 41.87 4257 43.27 43.97
120 Aderers 19.02 18.55 2008 20.62 21.15
121 ETRR e SRUETEr 60.74 £2.43 6424 5.25 7.00
122 Yediodes 32.80 33.00 33.20 33.40 0.80
123 £ g ard easerments - - - - -
163 Suings 041 051 051 051 051
164 Anbene Soitane 261 3.21 321 0.60 0.60
165 LU PRI ouE 0.03 - 0.03 - o003 - -

C.4 Adding TAB tracking periods to module

The tracking module template is set up by default to accommodate a single five year access
arrangement period of TAB depreciation tracking. For subsequent resets, the tracking
module must be expanded to accommodate capex for new access arrangement 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.®®

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

update the TAB input sheet with the relevant capex, asset adjustments etc.1%° This
includes updating the estimated capex in the final year of the previous access
arrangement period (year t—1) with actual capex

99

100
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Where the first access arrangement 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.
In the template tracking module, some of the inputs in the TAB input sheet reference similar inputs in the Capital base

input sheet. So in cases where both capital base and TAB depreciation is tracked and begin from the same starting year
then some of the inputs in the TAB input sheet will update automatically update. This applies to inputs for access
arrangement period and years in period, gross capex, disposals, capital base standard lives and capital base remaining

lives for asset adjustments.
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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.4.1 Updating the TAB input sheet for new access arrangement
period

To update the TAB input sheet for a new access arrangement 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 34.

Figure 34 TAB input sheet—Update for additional access arrangement
period

ABC D E F G H | J K L M N 0 P
" Insert additi l TAB fracki
DNSP - TAB input - Gas DNSP RFM - Depreciation tracking module - version 1 Input cells in blug Add years to calculation et add! '32_,?[,‘, acking

Year 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21 2011-22 2022-23 2023-24

General

Businesz name DNSP
at 2015-16

2015-20
5

13 Diminizhing value multiplier

Figure 35 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 15.

Figure 35 TAB input sheet—Access arrangement period added and labels for
gross capex

ABG D E F [ H J K L 1] N 0 P a R
DNSP - TAB input - Gas DNSP RFM - Depretiation tracking module - version 1 [mputcetisinica Add years to calculation DEETEEL I e

period
Year 201314 201415 201516 201617 201718 201819 201920 202021 202122 202223 202324 202425 2

General information

HSF
201516

pe—
2015-20 202025
5 5

TAB(openingas  Actualgross  Actualgross  Actwalgross  Actualgross  Actualgross
at2015-16)  capex{2015-16) capex[2016-17) capex|2017-18) capex[2018-13) capex (201320}

15 Starting TAB

Actuialgross  Actualgross  Actualgross  Actualgross  Actual gross
capex(2020-21) capex(2021-22) capex{2022-23) capex(2023-23) capex{2024-25)

48272} 50,00 12.00 800 1500 25.00
36286 2000 10.00 50.00 800 10.00
31543} 10,00 10.00 10,00 1000 10.00
27421} 9.00 9.00 9.00 2.00 2.00
22821} 800 800 800 800 800
23 | Computer Equipment 18221} 7.00 7.00 700 7.00 7.00

Vehicles. 13121 500 6.00 600 6.00 6.00
25 Land and easement ts 22421} 5.00 5.00 5.00 5.00 5.00

o
5
°

The user must then enter all of the required inputs for the years in the new access
arrangement period that has been added. Figure 36 highlights the required new inputs for
the example above, where the 2020-25 access arrangement period is added to the tracking
module. The new inputs required are:
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¢ the DV multiplier

e actual gross capex and disposals for 6 years (2019-25)

e actual immediate expensing for 5 years (2020-25)101

¢ tax standard lives for the 2020-25 access arrangement period

e any TAB asset adjustments and associated remaining lives'%? for the 2020-25
access arrangement period

.

tax depreciation approach (SL/DV).

Figure 36 TAB input sheet—Updated with new inputs — screenshot 1

| AEC o E F G H I J K L M 2] a P Q R
1 " N
B DNSP - TAB input - Gas DNSP RFM - Depreciation tracking module - versid npu calz i bhus Add years fo calculation ‘ Inserl adkiiane) TAS wacking |
3
4 Year 201314 201415 2015-16 201617 201718 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025
]
[ General information
7
] Bu: name DNEFP
g Firzt regulatory yaar For tracking FOTE-16
il Regulatory period 2015-20
il Years in requlstory period B
1z
13 walue multiplier 200% 200% 200% 200% 200%
14
15 Starting TAB and actwal gross caper - Az al)
jopening a5 gross gross gross gross gross gross gross gross gross gross
1% at 2015-16)  caper caper caper caper caper caper caper caper caper caper
17 Asset class
18 Pipzlines 45272 | E0.00 12.00 00 15.00 25.00 E0.00 12.00 00 1500 25.00
k] Bervice Pipes 36256 i 20.00 10,00 5000 a.00 10.00 2000 10.00 50.00 00 10.00
20 Zupply Regulators!Valve Statiens FIE43 | 10.00 10.00 1000 10.00 10.00 1000 10.00 10.00 1000 10.00
21 ECADA arda i 3.00 .00 a00 3.00 a.00 a00 3.00 a.00 a00 3.00
22 Meters ezg.al | .00 .00 .00 .00 .00 .00 .00 .00 .00 .00
23 Computer Equipment 15221 i .00 o0 700 .00 .00 700 .00 .00 700 .00
24 Wehicles 13121} 6.00 600 600 6.00 6.00 600 6.00 6.00 600 6.00
25 Land and cazements 22421 E 500 S.00 00 500 500 00 500 500 00 500
3] Tt EERLIE fetan o R Xy Eaton Rnzog [ Re o TEOT ETRF
(]
70 Actual immediatel ed capex - Az incarred T Em, nominal]
caper caper caper caper caper caper caper caper caper caper
7 Asset class (2015-16)  [2016-1T)  [2017-15)  [2018-19)) (2013-20) | (2020-21) (2021-22) [2022-23) ([2023-24) [2024-25)
72 Pipzlines 500 S.00 500 5.00| SO0 500 500 &.00 500 500
T3 Bervice Pipes 4.00 4.00 400 4.00] 4.00 400 4.00 4.00 400 4.00
74 Zupply Regulators!Valve Statiens 3.00 00 300 3.00] 00 300 3.00 00 300 300
7a SO 2.00 200 a0nn 2.00| 200 a0nn 2.00 200 a0nn 200
K] Meters
77 Computer Equipment
ki3 Wehicles
78 Lund and cazements
}éé Totad foc Mo 2R .. N.% M.{E R N.{&? M.{E LA
124 Actual azzet dizposals - As in
asset asset asset asset Asset asset asset asset
disposals i 1| dizposals || disposals  disp dizposals  dizpossls  dizpazals
125 Azcet clazs 20‘3-2“! IQ“Q“-E‘ I2“2 l 2022-23 Iﬂnﬂs-all 12021-25l
126 - - - -
127 e - - -
26 Supply Fegulatarsi¥alve Stations s a s
128 SCADA - - -
130 Mekers - - -
i Compater Equipment . . . . . . . . . .
132 Mehicles 5.00 500 500 5.00| 5.00 500 5.00 5.00 500 500
133 Land and cazements 100 1.00 100 1.00] 1.00 100 100 1.00 100 100
e Totad E o ¥ . ¥ ¥ i) S Lag R
1w
178 TAB lires [years] )
remaining  standard standard
life [as at life [2015- life (2020~
173 Aszet class 20) 25)
180 Pipzlines 20.00 2000
11 Bervice Pipes 20.00 2000
192 Supply Fregulatorzialve Stations 20.00 20,00
183 FCADA 10.00 10.00
154 Meters 15.000 15.00
125 Computer Equipment 4100 400
136 Wehicles 5.00 500
187 Lund and cazements nla nla
a0
251 Capital base standard lives [gears] h
base base
stamdard standard
232 Aszet class life (2015~ life (2020~
233 Pipzlines £0.00 &0.00
234 Bervice Pipes 6000 6000
23] Supply Fregulatorzialve Stations 40.00 40,00
238 SO 15.00 15.00
237 Meters 15.000 15.00
238 Computer Equipment 700 700
233 Wehicles 5.00 500
2411 Lund and cazements nla nla
-5
254, Azzel adjustments [az incarred) - TAE [$m, somidal)
TAB TAB
adjustment adjustment
285 Aszzet clazs E) [2_0‘3* = 1202"
286 Pipelines 45.00 4500
287 Fervice Pipes 25.00 25.00
238 Supply Regulstorzialvs Stationz 2500 25,00
283 SCADA 45.00 45.00
2400 Meterz
251 Computer Equipment
292 Mehicles
293 Land and easements
) Totw
337

101

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.

102 For both capital base and TAB remaining lives.
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Figure 37 TAB input sheet—Updated with new inputs — screenshot 2

Ty L
33 Azzet adj ining life -TAB (yearz)

adjustment adjustment

5 remaining = remaining

life - TAE life - TAB
333 Asset class (2019-20) (2024-25)
24 Pipeline 10,50 1050
34 ervice Fipes 450 450
42| Supply Fegalatorsfialve Stations 5.00 .00
24 SCADA 750 750
44|
245
4E| i
7| Land and
B
291 Aszzet adjnstmests remaining life - Capital baze (Jearz)

1
292 base [2019- base [2024-
39 10,00 10,00
394 400 400
195 £.00 5.00
39| .00 o0
97| = =
39
94|
401
34
444 Taz d iation method [SLIDV]
TAB deps  Tax depa Tax depa
method method method

445 Asset class 2015-16) _ (2015-20) (2020-25)
44E| Fipelines KN E
447 Service Pipas 5L £
44 Zupply Regulatorafialvs Stations L 3L
443 SCADA L L
45 Mators 3L 3L
451 Computer Equipment B )
45%| Wehicles L sl
45: Land and eazements 3L £
455

Updating the TAB tracking sheet for new access

arrangement period

To update the TAB tracking sheet for an additional access arrangement 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 access arrangement

period.

Figure 38

‘Insert additional TAB

tracking period’ macr

o—Step 1

4ABC D E F G H M Q P Q
1
al ; - . ! . Insert additional TAB trackin;
2 | DNSP - TAB input - Gas DNSP RFM - Depretiation tracking module - version 1 Input cells in blus Add years to calculation period o |
3
4 Year 201314 200415 201516 201617 2017-18 201819 201520 202021 202825
5
6 General information
]
8 DNSP
9 201516
10 201520 202025
11] 5
12|
13] Diminishing value multiplier 2005 2003 200% 200% 200%
14
[ ‘Insert additi | TAB tracki iod’ —Step 2
Figure 39 nsert additiona racking period’ macro—Step
ABC D E F G H J K L M Q P Q
1 o -
2 DNSP - TAB input - Gas DNSP REM - Depreciation tracking module - version 1 Input cells in blue Add years to calculation (it a""'"g:ﬁ'nzm juackeg
=
4 Year 201318 201815 201516 201617 2017-18 201819 201920 202021 023 202328 202825
5
5
T a|
8 | DNSF
9 201516
10 201520 202025
1] s s
12|
13 Diminishing value multiplier [ Input ? X 2005 200% 200% 2005
14
15 Starting TAB Asincurred 1) Number of years of capexin the current regulatory period (This should
TAB fopeningas | match with the latest figure in row 11 ‘Vears in regulatory period):  psd Actual gross
16 at2015-1 5 B ) cspex(2024.25)
17 Asset class
18] Fipalines. a52f2 ] A 50.00 8.00 15.00 25.00
19| Service Pipes 26286 Cancel 20.00 50.00 200 10.00
20 Supply Rezulators Valve Stations 315k b 1000 10.00 1000 1000
21 scana 27871 5.00 5.00 500 500 5.00 2.00 300 9.00
22 Meters. 228.21 2.00 2.00 2.00 2.00 2.00 2.00 2.00 2.00
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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 access arrangement period):193

o 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 access arrangement period of TAB depreciation tracking.

Figure 40 TAB tracking sheet after macro has completed

ABCD E F G H | J K L M N o F Q R s
1
2 DNSP - TAB tracking - Gas DNSP RFM - Depreciation tracking module - version 1
3
4 Year ($m, nominal) 201415 201516 201617 2017-18 201819 201920 202021  2021-22  2022-23  2023-24 202425 202526 202627
5
6 Assetclass 1 Pipelines
i Value of starting TAB and net capex addition 45272 45.00 7.00 3.00 10.00 20.00 45.00 7.00 3.00 10.00 20.00
8 Initial remaining life and tax standard lives (yest 15.00 2000 20.00 20,00 20,00 20.00 2000 20.00 20.00 2000 20,00
9 Capital base standard life (years) 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00 60.00
10 Immediate expensing of capex 500 500 5.00 5.00 500 500 5.00 5.00 500 500
11 Asset adjustment - TAB - - - - 45.00 - - - - 45.00
12 Remaining life of asset adjustment - TAB (years) - B - B 10.50 - B - - 10.50
13 Remaining life of asset adjustment - Capital base [years) - - - - 10.00 - - - - 10.00
14 Diminishing value multiplier 0% 0% % 0% 0% 0% 200% 200% 200% 200% 200%
15 Tax depreciation method SL SL SL SL 5L sL ov oV ov oV, ov
16
17 0 Depreciation of starting TAB 3018 30.18
18 1 Depreciation of net capex 2015-16 225 2.25
19 2 Depreciation of net capex 2016-17 035 0.35
20 3 Depreciation of net capex 2017-18 015 0.15
21 a Depreciation of net capex 2018-19 0.50 0.50
22 5 Depreciation of net capex 2019-20 100 1.00
23 & Depreciation of net capex 2020-21 295 266
24 7 Depreciation of net capex 2021-22 051 0.46
25 ] Depreciation of net capex 2022-23 024 0.22
26 9 Deprecigtion of net capex 2023-24 0.90 0.81
27 10 Depreciation of net capex 2024-25 200 180
28
29
30 Depreciation of asset adjustments - TAB 2015-16 -
31 Depreciation of asset adjustments - TAB 2016-17 -
32 Depreciation of asset adjustments - TAB 2017-18 -
33 Depreciation of asset adjustments - TAB 2018-19 -
34 Depreciation of asset adjustments - TAB 2019-20 429 429
35 Depreciation of asset adjustments - TAS 2020-21 -
36 Depreciation of asset adjustments - TAB 2021-22 -
37 Depreciation of asset adjustments - TAB 2022-25 -
38 Depreciation of asset adjustments - TAS 2023-24 -
39 Depreciation of asset adjustments - TAS 2024-25 857 6.94
40
41 Pipelines - 1ax depreciation 35.18 3743 37.78 37.93 3843 4372 48.22 4847 48.29 48.83 53.89 51.60
42 T

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 Capital base input sheet).
Regardless of whether the user runs the macro from the TAB input sheet or the Capital

base input sheet, the outcome will be the same.104

103 The number of rows added for capex and for asset adjustments will be equal to the number of years added.

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