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User Guide: NTESMO Expenditure Model 

Summary 

This document has been produced to explain the NTESMO Expenditure Model, the precursor model to the regulated 

revenue models. A separate document focuses on the operation of the regulated revenue models, NTESMO – 

Regulated Revenue Models – User Guide. 

The purpose of the NTESMO Expenditure Model, an excel workbook, is to contain all data sources required to 

complete an NTESMO pricing proposal. These data sources are prepared within the workbook into formats suitable 

for output sheets, linked into the NTESMO – Regulated Revenue Models. 

The inputs flow through the calculation sheets into the output sheets which are then linked, via cell referencing to the 

Regulated Revenue Models. This document aims to provide information and clarity to any person reviewing or 

updating the model, focusing on the input sheets. 

General structure 

Below is the internal flow of information within the model. Users should note that all cost inputs into the Input sheets 

are to be on a nominal, mid-period basis. 

 

Adjustments for the FY2028-32 Pricing Proposal 

Some small adjustments have been made to the general model structure to reflect the unique characteristics of the 

FY2028-32 pricing proposal.  
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• Key inputs were developed by Power and Water in real FY2025 terms rather than nominal. To accommodate 

this, new input sheets were added for StepChanges, CorporateOverheads and Projects. These sheets feed 

into the corresponding nominal input sheets. 

• The model also includes a new calculation sheet to calculate the cost pass-through recovery profile for TEM 

Reform costs incurred in the FY2025-27 regulatory period. These outputs flow into the PRTM. 

Input_Rates 

This sheet contains the following uniform rates for the current and upcoming regulatory periods which are then linked 

throughout the Regulated Revenue Model suite: 

• Actual inflation 

• Expected inflation 

• Price escalations (trend rates) 

• Forecast productivity 

• Cost of capital 

Input_BaseYear 

The base year data (most recent audited financial year) are obtained from TM1/FMS data “FYXX NTESMO by Entity” 

from the Finance Business Partner overseeing NTESMO, containing all expenditure for the year for System Control and 

Market Operator. 

 

These audited balances are organised into the standardised building blocks and entities required for the models. A set 

of further steps are then undertaken with expert finance advice to: 

- Reallocate/ remove expenditure in the incorrect classification/entity or regulated/non-regulated sections. 

- Reallocate personnel and corporate overhead expenditure from appropriate updated allocators. 

- Remove non-regulated positions and the SLA charge proportionally. 

- Proportionally redistribute management and administrative costs. 

The fully adjusted base year values for System Control (3 regulated cost centres) and Market Operator (2 regulated 

cost centres) are broken into the four building blocks of Personnel, Professional Services, Residual and Corporate 

Overheads. The base year values contain operating expenditure only (i.e., capital expenditure is not included). 
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Input_BaseYearAdjustments 

To finalise the base year values, this sheet allows for the input one-off or non-usual recurring expenditure / non-

regulated expenditure to be removed, or for expenditure to be reallocated. Any cost removals must be input on a 

negative basis (i.e., removing $100,000 must be input as -$100,000). For cost reallocations, the category where the 

costs are being removed must also be input on a negative basis, but the cost category receiving the expenditure is to 

input as an absolute value. 

This work is performed in conjunction with a finance expert of the area. It is structured by cost category for each sub-

function to align with the structure of the fully adjusted base year in Input_BaseYear. 

 

Input_StepChanges 

Input_StepChanges aims to capture all future opex steps anticipated within the regulated period. The data is sourced 

from business cases and SCI forecasts. Each row is reviewed and defined as per the regulatory framework in 

conjunction with NTESMO.  

There are two versions of the StepChanges input sheet, one which applies nominal inputs and the other which applies 

real inputs. Any inputs added to the real sheet will be converted to nominal in the nominal input sheet. The model 

suite accepts inputs in nominal terms.  

Please note: The user must ensure that the correct function, sub-function, and cost category is selected from the 

drop-down lists for each step change. This will impact the allocation and treatment of expenditure during the 

calculation of the revenue requirements for both functions. 

 

Input_CorporateOverheads 

Input_CorporateOverheads requires inputs for two areas of expenditure – corporate overheads and corporate capex. 

Corporate overheads 

For corporate overheads, the user needs to input the following components from the relevant CAM SCI forecast on an 

annual basis across the upcoming regulatory period: 

• Total corporate overheads 

• Percentage allocations to each business unit 

• Proportion of allocated Core Operations costs eligible for capitalisation 
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• Percentage allocations to each function within the Core Operations business unit 

• NTESMO’s allocation of FTEs by sub-function 

Forecast corporate overheads across the upcoming regulatory period are then calculated in 

Calc_CorporateOverheads. 

 

 

Corporate overheads – alternative approach 

For the FY2028-32 pricing proposal, an alternative approach to the corporate overheads has been deployed. This 

reflects applying a base–step–trend approach to corporate overheads.1 Under this approach, the actual corporate 

overheads reported as a part of the audited financials for FY2025 are used as a starting point for implementing the 

base-step-trend method. As a result, the corporate overheads sourced from the CAM forecast sheet in the Input sheet 

are set to nil and this part of the sheet becomes redundant.  

As only the corporate capex part of the sheet remains in use, the Input_CorporateOverheads sheet has been renamed 

to Input_CorporateCapex. The Calc_CorporateOverheads and Output_CorporateOverheads sheets are also no longer 

used and marked as redundant (Re).2 

Corporate capex 

Corporate capex costs are corporate capex costs, such as vehicle leases and IT systems, that contribute to NTESMOs 

functioning. The entire Power and Water forecasted expenditure is taken from SCI values and utilises the Corporate 

Allocation Method to proportionally allocate costs to the different business units. This occurs within the FYXX-XX 

 
1 The purpose of this change has been to better reflect expected corporate overhead costs for NTESMO as it becomes 
a separate entity from Power and Water.  

2 Retaining the relevant sheets enables the original corporate overheads approach to be used in future. If NETSMO 

returns to CAM-based allocation in future, this can be achieved by removing corporate overheads from the base year 

and allocating them via CAM, as outlined above.  
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NTESMO NN Capex Forecast workbook. The resulting SC and MO allocations by asset class are directly input into the 

Input_CorporateOverheads sheet. 

 

 

Input_Projects 

This sheet is for the input of capital projects forecast for the upcoming regulatory period and the associated cost 

estimate. The sheet is structured for the input of five capital projects, but this can be extended if required. This does 

not include any capex related to corporate functions, this is input in the Input_CorporateOverheads (now the 

Input_CorporateCapex) sheet. 

For each capital project, the user must input the name of the project. There is then the option to input the individual 

components of the project (if any), including the component name, number, and the source of the project information 

(e.g., the business case). The user also must select the function the project is assigned to and then input the forecast 

expenditure across the upcoming regulatory period.  

There are two versions of the Projects input sheet, one which applies nominal inputs and the other which applies real 

inputs. Any inputs added to the real sheet will be converted to nominal in the nominal input sheet. The model suite 

accepts inputs in nominal terms.  

Please note: The user must select the correct function from the drop-down list, as this will impact the roll forward of 

the RAB, as well as the calculation of the return of and on capital. 

 

Output_Projects 

The capital projects and associated forecast expenditure inserted into Input_Projects, as well as the corporate capex 

input into Input_CorporateOverheads, will flow through into this output sheet. Here the user must select whether 

corporate overheads apply and the RAB asset class allocation for each row. 

Please note: The user must ensure that the correct asset class is assigned to each item, as this will impact the asset life 

applied to each item in the RAB. 
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Input_HistoricCapex 

This sheet captures historic capex for the current regulatory period to be used to roll forward the Regulatory Asset 

Base to the start of the upcoming regulatory period. The costs should be input on an actual basis where available, and 

align with the forecasts within the Commission’s Final Decision for the relevant regulatory period where not. 

Please note: The user must ensure that the correct asset class and function are selected from the drop-down lists for 

each item. This will impact the asset life applied to each item in the RAB, as well as the allocation and roll forward of 

the RAB. 

 

Calc_Cost_pass_through 

For the FY2028-32 pricing proposal, a cost pass-through claim was included. The output of this sheet is used in the 

PTRM to show the pass-through recovery adjustment required. 

This sheet calculates costs that must be recovered in the FY2028-32 regulatory period by comparing the revenue 

summary of the PTRM for FY2025-27 regulatory period with and without the pass-through costs included.  

Cost recovery is then smoothed over the FY2028-32 regulatory period by ensuring the NPV of the unsmoothed 

revenue impact from the FY2025-27 period is equal to that of the proposed cost recovery adjustment in the FY2028-

32 period. This can be done using the GoalSeek function to derive the smoothed recovery for each year (reported as 

real 2027 to align with the PTRM).  

 


